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SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10235/June 22, 1973 


The Securities and Exchange Commission announced pur- 


suant to Section 15(c)(5) of the Securities Exchange Act 
of 1934 (’’Exchange Act’’) the temporary suspension of 
over-the-counter trading for a ten-day period commencing 
at 2:30 P.M. (EBT) on June 22, 1973 and terminating at 
midnight (EDT) on July t+;-~49Z3 of the securities of 
Crown Drug Company located inf Seattle, Washington; El 
Camino Financial Corpératign Igcated in San Mateo, 
California; Landmark-Townes, |fc. located in Salem, 
Oregon; and PMGs] ered Mgtals Corporation located 
in Phoenix, Ariz 


subject suspensions because 
mply with the reporting 
ct resulting in the lack of 
ation available to the public. 


provisions ofthe “Ex 
current and accurate 


The Commission cautions broker-dealers, shareholders, and 
prospective purchasers that they should carefully consider 
the foregoing information along with all other currently 
available information and any information subsequently 
issued by the company. 


Furthermore, brokers and dealers should be alert to the 
fact that pursuant to Rule 15c2-11 under the Exchange 
Act, no quotation may be entered unless and until! they 
have strictly complied with all of the provisions of said 
rule. If any broker or dealer has any questions as to 
whether or not he has complied with said rule, he should 
not enter any quotation but immediately contact the staff 
of the Division of Enforcement in Washington, D.C. If 
any broker or dealer is uncertain as to what is required by 
Rule 15c2-11, he should refrain from entering quotations 
relating to the securities in question until such time as he 
has familiarized himself with said rule and is certain that 
all of its provisions have been met. If any broker or dealer 
enters any quotation which is in violation of said rule, 

the Commission will consider the need for prompt en- 
forcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10236/June 22, 1973 


The Securities and Exchange Commission announced pur- 
suant to Sections 15(c)(5) and 19(a)(4) of the Securities 
Exchange Act of 1934 (“Exchange Act’’) the temporary 
suspension of over-the-counter and exchange trading for 
a ten-day period commencing at 2:30 P.M. (EDT) on 
June 22, 1973 and terminating at midnight (EDT) on 
July 1, 1973 of the over-the-counter securities of CEC 
Corporation located in Cocoa, Florida; Monmouth In- 
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dustries, Inc. located in Neptune, New Jersey; and 

Apollo Industries, Inc. incorporated in Maine and located 
in North Miami, Florida and the exchange listed securities 
of Apollo Industries, Inc. 


The Commission initiated the subject suspensions because 
the subject issuers failed to comply with the reporting 
provisions of the Exchange Act resulting in the lack of 
current and accurate information available to the public. 


The Commission cautions broker-dealers, shareholders, and 
prospective purchasers that they should carefully consider 
the foregoing information along with all other currently 
available information and any information subsequently 
issued by the Company. 


Furthermore, brokers and dealers should be alert to the 
fact that pursuant to Rule 15c2-11 under the Exchange 
Act, no quotation may be entered unless and until they 
have strictly complied with all of the provisions of said 
rule. If any broker or dealer has any questions as to 
whether or not he has complied with said rule, he should 
not enter any quotation but immediately contact the staff 
of the Division of Enforcement in Washington, D.C. If 
any broker or dealer is uncertain as to what is required by 
Rule 15c2-11, he should refrain from entering quotations 
relating to the securities in question until such time as he 
has familiarized himself with said rule and is certain that 
all of its provisions have been met. If any broker or dealer 
enters any quotation which is in violation of said rule, 

the Commission will consider the need for prompt en- 
forcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10237/June 25, 1973 


The Securities and Exchange Commission announced pur- 
suant to Section 15(c)(5) of the Securities Exchange Act 
of 1934 (“Exchange Act’’) the temporary suspension of 
over-the-counter trading for a ten-day period commencing 
at 1:00 P.M. (EDT) on June 25, 1973 and terminating at 
midnight (EDT) on July 4, 1973 of the securities of 
General Gilbert Corporation, located in Winsted, Con- 
necticut; and ECOM-Systems, Inc., located in City of 
Industry, California. 


The Commission initiated the subject suspensions because 
the subject issuers failed to comply with the reporting 
provisions of the Exchange Act resulting in the lack of 
current and accurate information available to the public. 


The Commission cautions broker-dealers, shareholders, and 
prospective purchasers that they should carefully consider 
the foregoing information along with all other currently 
available information and any information subsequently 
issued by the company. 


Furthermore, brokers and dealers should be alert to the 
fact that pursuant to Rule 15c2-11 under the Exchange 
Act, no quotation may be entered unless and until they 
have strictly complied with all of the provisions of said 
rule. If any broker or dealer has any questions as to 
whether or not he has complied with said rule, he should 
not enter any quotation but immediately contact the staff 


34/SEC DOCKET 


of the Division of Enforcement in Washington, D.C. If 
any broker or dealer is uncertain as to what is required by 
Rule 15c2-11, he should refrain from entering quotations 
relating to the securities in question until such time as he 
has familiarized himself with said rule and is certain that 
all of its provisions have been met. If any broker or dealer 
enters any quotation which is in violation of said rule, 

the Commission will consider the need for prompt en- 
forcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10238/June 26, 1973 


The Securities and Exchange Commission has ordered pub- 


lic administrative proceedings under the Securities Ex- 
change Act of 1934 against Samuel Aryeh (‘‘Aryeh”’), 
Joseph Goldman (‘‘Goldman’’) and Isaac Pinchuk (‘‘Pin- 
chuk”’), all of Brooklyn, New York. 


These proceedings are based upon allegations of the Com- 
mission's staff that Aryeh, Goldman and Pinchuk violated 
and aided and abetted violations of the anti-fraud provi- 
sions of the Securities Exchange Act of 1934 in that the 
above-named persons entered orders to purchase the 
shares of an over-the-counter security at a time when 
each of these persons had no intention of paying for 
these shares. Further, it is alleged that the above-named 
persons paid and/or received undisclosed monies to induce 
the entry of the above orders. 


In addition, it is alleged that Pinchuk has been convicted 

of a crime involving the securities business and was barred 
from employment in the securities business by New York 
State authorities. 


A hearing will be scheduled by further order to take 
evidence on the staff's allegations and to afford the re- 
spondents an opportunity to offer any defenses thereto 
and for the purpose of determining whether the allega- 
tions are true and, if so, whether any action of a remedial 
nature should be ordered by the Commission. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10239/June 27, 1973 


Admin. Proc. File No. 3-3458 
In the Matter of 


RICHARD FRANCIS EMLING 
Hartland, Wisconsin 


FINDINGS AND ORDER IMPOSING 
REMEDIAL SANCTIONS 


In these broker-dealer proceedings under the Securities 
Exchange Act, Richard F. Emling, previously an officer 
and director of a registered broker-dealer, ‘‘registrant,”’ 
failed to file an answer as required by the order for pro- 
ceedings served upon him. Rule 7(e) of the Commission's 
Rules of Practice provides that upon such a failure a re- 
spondent shall be deemed in default and the proceedings 
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may be determined against him upon consideration of the 
order for proceedings, the allegations of which may be 
deemed true as to him. 


Accordingly, on the basis of the allegations in the order 
for proceedings, it is found that: 1 


1. During the period from about October 5, 1970 to 
March 31, 1971, respondent willfully violated Section 
17(a) of the Securities Act and Section 10(b) of the Ex- 
change Act and Rule 10b-5 thereunder in connection 
with his sales of common stock of North Atlantic Corpo- 
ration and Scots Inn Management Co. at excessive and 
unreasonable prices. 


2. During the period from about October 1, 1970 to 
March 31, 1971, respondent willfully aided and abetted 
violations of Section 7(c)(1) of the Exchange Act and 
Regulation T promulgated thereunder by the Board of 
Governors of the Federal Reserve System in that registrant 
failed promptly to cancel or otherwise liquidate trans- 
actions of customers who purchased securities in special 
cash accounts and did not make full payment therefor 
within seven business days. 


3. During the period from about December 1, 1970 to 
March 31, 1971, respondent willfully aided and abetted 
violations of Section 15(c)(3) of the Exchange Act and 
Rule 15c3-1 thereunder in that registrant effected securi- 
ties transactions when its aggregate indebtedness to all 
other persons exceeded 2,000% of its net capital and it 
did not have and maintain a minimum net capital of 
$5,000. 


4. During the period from about February 28 to Decem- 
ber 21, 1971, respondent willfully aided and abetted vio- 
lations of Section 17(a) of the Exchange Act and Rules 
17a-3 and 17a-5 thereunder in that registrant failed to 
make accurately and keep current certain books and rec- 
ords, and failed to file its 1970 report of financial condi- 
tion within the required time. 


5. During the period from about October 1, 1970 to 
March 31, 1971, respondent failed to exercise reasonable 
supervision with a view to preventing the above violations. 


In view of the foregoing, it is in the public interest to bar 
respondent from association with any broker-dealer. 


Accordingly, 1T 1S ORDERED that Richard Francis 
Emling be, and he hereby is, barred from being associated 
with any broker or dealer. 


For the Commission, by the Office of Opinions and Re- 
view, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 


1The findings herein are not binding on any other re- 
spondent in these proceedings. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10240/June 26, 1973 








The Securities and Exchange Commission announced pur- 
suant to Section 15(c)(5) of the Securities Exchange Act 
of 1934 (‘Exchange Act’’) the temporary suspension of 
over-the-counter trading for a ten-day period commencing 
at 10:15 A.M. (EDT) on June 26, 1973 and terminating 
at midnight (EDT) on July 5, 1973 of the securities of 
Securities of America, Inc. located in Orinda, California; 
Comprehensive Health Systems, Inc. located in Los 
Angeles, California; and International Development Cor- 
poration located in Newport Beach, California. 


The Commission initiated the subject suspensions because 
the subject issuers failed to comply with the reporting 
provisions of the Exchange Act resulting in the lack of 
current and accurate information available to the public. 


The Commission cautions broker-dealers, shareholders, and 
prospective purchasers that they should carefully consider 
the foregoing information along with all other currently 
available information and any information subsequently 
issued by the company. 


Furthermore, brokers and dealers should be alert to the 
fact that pursuant to Rule 15c2-11 under the Exchange 
Act, no quotation may be entered unless and until they 
have strictly complied with all of the provisions of said 
rule. If any broker or dealer has any questions as to 
whether or not he has complied with said rule, he should 
not enter any quotation but immediately contact the staff 
of the Division of Enforcement in Washington, D.C. If 
any broker or dealer is uncertain as to what is required by 
Rule 15c2-11, he should refrain from entering quotations 
relating to the securities in question until such time as he 
has familiarized himself with said rule and is certain that 
all of its provisions have been met. If any broker or dealer 
enters any quotation which is in violation of said rule, 

the Commission will consider the need for prompt en- 
forcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10241/June 26, 1973 


The Securities and Exchange Commission announced pur- 
suant to Section 15(c)(5) of the Securities Exchange Act 
of 1934 ("Exchange Act’’) the temporary suspension of 
over-the-counter trading for a ten-day period commencing 
at 10:40 A.M. (EDT) on June 26, 1973 and terminating 
at midnight (EDT) on July 5, 1973 of the securities of 
Horizon Industries Ltd., located in Bronx, New York. 


The Commission initiated the subject suspension because 
the subject issuer failed to comply with the reporting 
provisions of the Exchange Act resulting in the lack of 
current and accurate information available to the public. 


The Commission cautions broker-dealers, shareholders, and 
prospective purchasers that they should carefully consider 
the foregoing information along with all other currently 
available information and any information subsequently 
issued by the company. 


Furthermore, brokers and dealers should be alert to the 
fact that pursuant to Rule 15c2-11 under the Exchange 
Act, no quotation may be entered unless and until they 
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have strictly complied with all of the provisions of said 
rule. If any broker or dealer has any questions as to 
whether or not he has complied with said rule, he should 
not enter any quotation but immediately contact the staff 
of the Division of Enforcement in Washington, D.C. If 
any broker or dealer is uncertain as to what is required by 
Rule 15c2-11, he should refrain from entering quotations 
relating to the securities in question until such time as he 
has familiarized himself with said rule and is certain that 
all of its provisions have been met. If any broker or dealer 
enters any quotation which is in violation of said rule, 
the Commission will consider the need for prompt en- 
forcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10242/June 27, 1973 


The Securities and Exchange Commission has ordered 
public administrative proceedings under the Securities Ex- 
change Act of 1934 involving M. Bernstein Securities, 
Inc. (‘Registrant’), a registered broker-dealer located at 

1 Exchange Place, Jersey City, New Jersey. Also named 
were Marvin A. Bernstein (‘‘Bernstein’’), the president of 
Registrant, Thomas F. Brennan III (‘‘Brennan’’), vice- 
president of Registrant and Jack R. Wagenti (‘‘Wagenti’’), 
vice-president of Registrant. 


The proceedings are based upon allegations of the Com- 
mission's staff that Registrant, aided and abetted by 
Bernstein, Brennan and Wagenti, violated the Net Capital, 
Bookkeeping and Financial Reporting provisions of the 
federal securities laws. 


A hearing will be scheduled by further order to take evi- 
dence on the staff allegations and to afford the respond- 
ents an opportunity to offer any defenses thereto, for 
the purpose of determining whether the allegations are 
true and, if so, whether any action of a remedial nature 
should be ordered by the Commission. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10243/June 27, 1973 


The Securities and Exchange Commission has issued 
orders under the Securities Exchange Act of 1934 grant- 
ing the requests of the following exchanges for withdrawal 
of applications for unlisted trading privileges in the com- 
mon stock or specified securities of the named companies: 


Boston Stock Exchange 


Great Western United Corporation 
Common and Cumulative Preferred stock ($1.88 par) 


PBW Stock Exchange, Inc. 
Memorex Corporation 


5-1/4% convertible subordinated debentures 
Great Western United Corporation 
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SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10244/June 27, 1973 


Admin. Proc. File No. 3-3892 
In the Matter of the Applications of 


STERLING D. MALLORY 
MILO E. MALLORY 

1404 12th Court, North 
Birmingham, Alabama 


For Review of Disciplinary Action Taken by the 


NATIONAL ASSOCIATION OF SECURITIES 
DEALERS, INC. 


FINDINGS, OPINION AND ORDER MODIFYING 
ACTION OF REGISTERED SECURITIES 
ASSOCIATION 


REGISTERED SECURITIES ASSOCIATION - REVIEW 
OF DISCIPLINARY PROCEEDINGS 


Violations of Rules of Fair Practice 


In proceedings for review of disciplinary action by reg- 
istered securities association, association's findings of vio- 
lations of its anti-fraud and bookkeeping rules and SEC’s 
net capital rule by registered principals of member, sus- 
tained, but sanctions reduced in view of largely man- 
agerial character of one principal's violations and limited 
nature of other principal's derelictions. 


APPEARANCES: 


Howard P. Walthall, of Berkowitz, Lefkovits & Patrick, 
for applicants. 


Lloyd J. Derrickson, Andrew McR. Barnes, and James 
N. Schwarz, for the National Association of Securities 
Dealers, Inc. 


These are applications pursuant to Section 15A(g) of the 
Securities Exchange Act of 1934 by Sterling D. Mallory 
and his brother, Milo E. Mallory, during the relevant 
period registered principals and officers of First Invest- 
ment Savings Corporation, formerly a member of the 
National Association of Securities Dealers, Inc. (‘““NASD”’), 
for review of disciplinary action taken against them by 
the NASD. The NASD found that the member and the 
applicants violated Sections 1, 18 and 21 of Article III of 
the NASD‘s Rules of Fair Practice 1 in that S. Mallory, 
with the tacit approval of M. Mallory, entered into a 
bogus securities transaction with the member in order to 
improve its capitalization. The NASD also found that the 
member and the applicants violated Section 1 of Article 
Ill in that they were responsible for the member's failure 
to maintain adequate net capital in contravention of Rule 
15c3-1 under the Exchange Act. 2 The NASD barred 

S. Mallory from association with any of its members in 
any capacity. It censured M. Mallory, fined him $1,000 
and suspended his registration with it for 90 days. 3 


Briefs were filed with us by applicants and the NASD. Our 
findings are based on the record made before the NASD. 
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In May 1970, Mr. J., an investor, agreed with S. Mallory 
to purchase U.S. Government bonds in the face amount 
of $35,000 and to lend them to the firm under a sub- 
ordination agreement in order to increase the firm's capi- 
talization. On May 26, 1970, S. Mallory purchased in his 
own name $50,000 face value in such bonds on margin 
from another broker-dealer and simultaneously sold them 
at the same price to the firm for its inventory account, 
such sale resulting in a credit to his personal account for 
the purchase price. On the same day, the firm sold 
$35,000 face value of such bonds to Mr. J. Mr. J., how- 
ever, was unable to carry out his agreement to buy the 
bonds and lend them to the firm. On June 1 the firm re- 
purchased the bonds from him. 4 In the meanwhile S. Mal- 
lory had never physically delivered the $50,000 in bonds 
to the firm and on July 9 he sold them back to the 
broker-dealer from whom he had purchased them. But the 
firm’s inventory account continued to list the bonds. The 
credit for the purchase price was retained in S. Mallory’s 
personal account. He used that credit to buy securities for 
his own account. 


The firm continued in business until May 25, 1971, when 
it suspended operations at the NASD’s request. Upon 
examination by the NASD, it was found that the firm’s 
net capital was deficient at various dates between March 
31, 1970 and May 25, 1971 by amounts ranging from 
$3,226 to $74,452. 


The record supports applicants’ assertions that S. Mallory 
did not initiate the bond purchase as a bogus transaction 
in order to improve the firm’s net capital, since he sold 
the bonds to the firm before learning that Mr. J. was un- 
able to make the subordinated loan. > Moreover, it appears 
that the balancing-credit to S. Mallory’s personal account 
negated any increase in the firm’s net capital. 


There is no dispute, however, that S. Mallory had not 
delivered the bonds to the firm by the time the firm dis- 
continued operations in May 1971, approximately a year 
after they were shown to have been sold to the firm, and 
that during the entire period he allowed the firm’s rec- 
ords to continue to show the bonds in the firm’s trading 
account and the credit for their purchase price in his per- 
sonal account notwithstanding the non-delivery of the 
bonds. Thus, while we are unable on the basis of the rec- 
ord to find that the transaction initially was a ‘bogus’ 
transaction designed to misrepresent the financial condi- 
tion and net capital position of the firm, it is clear that 
S. Mallory acted improperly in failing to take prompt 
appropriate action to reflect the fact that the proposed 
purchase by and subordination agreement with Mr. J. had 
failed of consummation and that S. Mallory himself was 
unable or unwilling to follow through with his purchase 
and sale of the $50,000 in bonds to the firm. He con- 
cedes that this omission was a ‘‘serious error.” 


Applicants do not appear to dispute the finding that the 
firm operated with deficient net capital on various dates. 
M. Mallory, however, asserts that he had no responsibility 
for the firm’s operations or financial condition, that his 
title of vice-president was merely nominal and that he 
functioned solely as a salesman on a commission basis, 
and that his older brother S. Mallory was the financial 

and operating head of the firm. M. Mallory further asserts 
that he did not know of the bond transactions until March 


1971 when he received an auditor’s report which dis- 
closed that the bonds sold to the firm had not been 
delivered. He testified that he then questioned his brother 
about the matter, and that S. Mallory assured him that 
the bonds would be delivered. 


Even if M. Mallory was only nominally an officer and had 
no direct responsibility for the financial condition and 
records of the firm, as an officer and a director, at the 
very least he had a responsibility in March 1971, when he 
learned of the sizable false entry in the firm’s books, to 
cause these false records to be corrected promptly and to 
make inquiry to determine whether the firm’s net capital 
was then adequate to continue business. 6 He made no 
such inquiry, and as noted, the firm’s records continued 
falsely to reflect the bonds in inventory, and the firm 
continued to operate with net capital deficiencies until it 
discontinued business two months later. 


Accordingly, we agree with the NASD that both appli- 
cants violated Sections 1, 18 and 21 of Article II! of the 
NASD’s Rules of Fair Practice. 


Public Interest 


Applicants contend that the sanctions imposed by the 
NASD are excessive, having due regard to the public 
interest. 


S. Mallory asserts that he did not enter into a deliberate 
scheme to defraud or injure anyone but rather failed to 
take steps to correct a legitimate transaction which a cus- 
tomer failed to consummate; that his failure to take cor- 
rective action concededly was a serious matter; and that 
under the circumstances the public interest would be 
adequately served by imposing a period of suspension 
with a provision that any securities activity thereafter be 
restricted entirely to a supervised capacity. He also states 
that he is 61 years of age, that the firm operated under 
his supervision from 1955 until 1971 without any com- 
plaints of misconduct in its relations with the public or 
other NASD members, that he had made substantial sub- 
ordinated loans to the firm, and that he was the largest 
individual loser when the firm failed. 


M. Mallory argues that the sanctions of a 90-day suspen- 
sion, a $1,000 fine and the assessment of costs against 
him are excessive in view of his tenuous connection with 
the violations arising from the fact that he did not take 
effective steps to insure corrective action in the two- 
month period between his discovery of the bond transac- 
tions and the firm’s cessation of business. 


With respect to S. Mallory, his failure to take prompt cor- 
rective action with respect to the bond transactions was 
especially serious in view of public ownership of some of 
the shares of the firm’s stock. We also note, as pointed 
out by the NASD, that the firm had been sanctioned by 
the NASD on three prior occasions, one of which in- 
volved net capital violations, and that the firm appears to 
have been insolvent for some months before it discon 
tinued business, at which time assets were insufficient to 
pay all claims. 7 This misconduct calls for a substantial 
sanction. 


But there are significant mitigating factors. The bond 
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transaction did not originate as a bogus scheme to make 
the firm’s net capital look better than it was. The net 
capital difficulties and the resulting violations related to 
S. Mallory’s managerial functions with respect to the 
firm’s finances. We, therefore, find it appropriate in the 
public interest to reduce the sanction against him to a 
suspension from all association with any NASD member 
for a period of one year, with the condition that there- 
after he not be associated with any member except with 
the NASD’s approval upon an appropriate showing to it 
that he will function only in a non-supervisory capacity 
under adequate supervision. 


M. Mallory’s role was subordinate to that of his older 
brother, who was not only in charge of all financial mat- 
ters but also managed the office, hired employees and 
determined what the firm’s activities would be. The rec- 
ord does not show that M. Mallory knew of the bond 
transactions before March 1971. 8 While the knowledge he 
did acquire in March 1971 obligated him to see to it that 
corrective action was taken, which he did not do, he did 
inquire of his older brother and did receive assurances that 
the bond transactions would be taken care of.»Under the 
circumstances, we think it appropriate to reduce his sus- 
pension to 30 days and to eliminate the $1,000 fine im- 
posed on him. 


Accordingly, 1T 1S ORDERED that the sanctions imposed 
against Sterling D. Mallory and Milo E. Mallory be, and 
they hereby are, modified as set forth above. 


By the Commission (Senior Commissioner OWENS and 
Commissioners HERLONG, LOOMIS and EVANS). 


Ronald F. Hunt 
Secretary 


Section 1 of Article Ill requires the observance of high 
standards of commercial honor and just and equitable 
principles of trade. Section 18 prohibits the use of 
fraudulent devices in effecting transactions. Section 21 re- 
quires that books and records be maintained in compli- 
ance with applicable regulations. 


2Rule 15c3-1 provides that no broker or dealer shall per- 
mit his aggregate indebtedness to all other persons to ex- 
ceed 2,000 percentum of his net capital and that he shall 
maintain net capital of not less than $5,000. 


3The NASD also expelled the member. It has not 
sought review. 


4The NASD does not appear to have based its conclu- 
sions on a finding that there was any impropriety in the 
fact that the proposed purchase of bonds by Mr. J. was, 
in effect, passed through S. Mallory’s account, rather than 
being handled as a direct purchase of the bonds by the 
firm to be followed by a sale to Mr. J., nor do we find in 
the record in this case any basis for an adverse finding in 
this respect. 


5Contrary to the NASD’s findings, an entry on May 22 
in S. Mallory’s personal account with the member record- 
ed receipt of part payment from Mr. J. for the bonds, 
rather than the return of such funds to Mr. J., which did 
not occur until June 3 after S. Mallory had sold 
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the bonds to the member. 
6Cf. Richard A. Holman, 41 S.E.C. 252, 257-58 (1962). 


70n June 18, 1971, in the United States District Court 
for the Northern District of Alabama, Southern Division, 
an order was entered permanently enjoining the firm and 
S. Mallory with their consent from violations of the net 
capital requirements, and a trustee was appointed to 
liquidate the business under the Securities Investor Protec- 
tion Act. See Litigation Release No. 5059. 


8The fact that his wife was a part-time bookkeeper for 
the firm is no basis for attributing knowledge of the 
transactions to M. Mallory or a “‘tacit’’ approval by him. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10245/June 28, 1973 


NOTICE OF CHANGE IN DATE OF COMMISSION 
RATE HEARING, AND OTHER MATTERS 


The Securities and Exchange Commission announced that 
it has postponed from July 9 until July 16, 1973 its pub- 
lic investigatory hearing, ordered pursuant to Section 21(a) 
of the Securities Exchange Act of 1934. The hearing is to 
consider whether any changes should be made in the 
rules, policies, practices and procedures of one or more 
registered national securities exchanges respecting com- 
mission rate schedules. (See Release No. 34-10206, June 
6, 1973). The hearing will convene at 10 a.m. Monday, 
July 16, 1973 at the Commission’s headquarters, 500 
North Capitol Street, N.W., Washington, D.C. 


The Commission also announced that on June 22, 1973 it 
received a letter from the New York Stock Exchange, Inc. 
withdrawing that part of the Exchange’s May 25, 1973 
commission rate increase proposal which would have per- 
mitted member firms to negotiate separate charges for 
other services rendered, such as custodial fees. Therefore, 
this proposal will not be considered during the public 
hearing. 


Subsequent to the Commission’s June 6, 1973 release 
announcing the hearing, the NYSE Board of Directors 
considered a proposal to re-establish fixed commission 
rates on orders above $300,000. In a letter received June 
22, 1973, the Exchange advised the Commission that it 
has determined not to submit that proposal to the Com- 
mission. This proposal will not, therefore, be considered 
during the public hearing. 


On June 4, 1973, the Commission received from the PBW 
Stock Exchange, Inc. a proposal to provide, on the execu- 
tion within 14 days of both a purchase and a sale (or a 
sale and a purchase) for one account in the same security, 
a 50% reduction in the non-member and intra-member 
commissions on the subsequent transaction. A copy of the 
rule proposal is attached. The Commission believes that 
since the proposal would be a significant change in the 
commission rate structure of any exchange adopting it, 
consideration of this proposal during the public hearing 
on commission rates would be in the public interest. 
Therefore, the Commission has invited representatives of 
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the PBW Stock Exchange, Inc. to appear and present 
testimony and relevant data regarding their proposal and 
invites all other interested persons to submit their views. 


Persons who wish to appear and present factual material 
at the hearing are invited to notify the hearing officer 
(William E. Toomey, Room 632, Securities and Exchange 
Commission, 500 North Capitol Street, N.W., Washington, 
D.C. 20549, whose telephone number is (202) 755-1240) 
of that desire as soon as possible and not later than 

July 16, 1973. 


Witnesses will be expected to file with the hearing officer 
25 copies of their prepared statements 48 hours prior to 
their appearance and are invited to make available addi- 
tional copies at the time of their appearance for the bene- 
fit of the press and other interested persons. Other inter- 
ested persons may wish to transmit written submissions 
for inclusion in the record in lieu of personally appearing. 
They should file 25 copies thereof to facilitate examina- 
tion of the record by all interested persons. Such material 
should be submitted not later than July 30, 1973. All 
other communications should be filed in triplicate. 


By the Commission. 


Ronald F. Hunt 
Secretary 


Under Article XX, Section 2(a), a new number (5) is 
added to the Constitution. 


On the execution, within 14 calendar days, or a time 
period which may be established from time to time by 
the Board, of both-a purchase and a sale or a sale and 
purchase for one account in the same security, the mini- 
mum commission for the subsequent transaction shall be 
50%, or another percentage which may be established 
from time to time by the Board, of the commission set 
forth in the above paragraphs (1) (2) (3) & (4) provided 
that the customer identifies the subsequent transaction. 


Under Article XX, Section 2(c), a new number (4) is 
added to the Constitution. 


In utilizing a floor broker, for subsequent transactions 
as described in Article XX, Section 2(a)(5), the floor 
brokerage charged for that specific transaction shall not 
be less than 50% of the regular intra-member rate. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10246/June 27, 1973 


PROPOSAL TO ADOPT RULE 15b10-10 UNDER THE 
SECURITIES EXCHANGE ACT OF 1934 PROHIBITING 
CERTAIN RECIPROCAL PORTFOLIO BROKERAGE 
PRACTICES (File No. S7-484) 


The Securities and Exchange Commission has announced 
a proposal to adopt Rule 15b10-10 under the Securities 
Exchange Act cf 1934 (the “‘Act’’). Section 15(b)(10) of 
the Act authorizes the Commission to adopt rules for 
those registered broker-dealers who are not members of a 
registered national securities association 1 (‘‘nonmember 








broker-dealers’), which are designed “’. . . to promote 
just and equitable principles of trade, to promote safe- 
guards against unreasonable profits or unreasonable rates 
of commissions or other charges, and in general to pro- 
tect investors and the public interest, and to remove im- 
pediments to and perfect the mechanism of a free and 
open market.”’ Proposed Rule 15b10-10 is intended to 
prohibit certain reciprocal brokerage practices by non- 
member broker-dealers. 


For a number of years, the Commission has been con- 
cerned about the widespread practice of investment com- 
pany managers using portfolio brokerage of mutual funds 
to reward broker-dealers for sales of fund shares. In ‘ts 
February 2, 1972 Statement on the Future Structure of 
the Securities Markets, the Commission announced its 
conclusions concerning its extensive studies of the prac- 
tice and urged the NASD to initiate measures designed to 
prevent such practices by its members. Subsequently, the 
NASD filed with the Commission proposed amendments 
to its Rules of Fair Practice prohibiting these reciprocal 
practices and, on May 14, 1973, the Commission an- 
nounced that it had reviewed and did not disapprove the 
amendments. 


Accordingly, proposed Rule 15b10-10 (which is com- 
parable to the NASD’s new subsection (k) under Section 
26 of Article II! of its Rules of Fair Practice) is intended 
to prohibit nonmember broker-dealers from favoring or 
disfavoring the distribution of shares of open-end invest- 
ment companies on the basis of ‘brokerage commis- 
sions” 3 received, soliciting or making promises of an 
amount or percentage of brokerage commissions in con- 
nection with the distribution of such investment company 
shares and seeking orders for the execution of portfolio 
transactions on the basis of their sales of funds shares. 4 
As proposed the Rule would not, by its terms, apply to 
possible reciprocal brokerage practices in connection with 
the distribution of shares of certain types of investment 
companies, such as closed-end funds, variable annuities, 
and variable life separate accounts. 5 The Commission 
has, however, indicated that the NASD should take appro- 
priate steps to deal with any similar problems as to 
closed-end companies and to give early consideration to 
the question of whether or not parallel regulatory mea- 
sures should be adopted with respect to variable annuities 
and variable life separate accounts as well. The Commis- 
sion will consider changing Rule 15b10-10 to conform to 
any changes which may be made by the NASD in its 
Rule. 


The Commission also proposes to amend Rule 15b10-1 
under the Act to provide that the definitions in that rule 
apply to all rules included under the 15b10 rule series un- 
less a separate definition of the same term is provided in 
a particular rule. Thus, if Rule 15b10-10 is adopted, the 
pertinent definitions for that rule would be found in the 
Act, in Rule 15b10-1, as amended, or in Rule 15b10-10. 


The text of Rule 15b10-10, which is being proposed pur- 


suant to Sections 15(b)(10) and 23(a) of the Securities 
Exchange Act of 1934, is as follows: 


Rule 15b10-10. Execution of Investment Company Port- 
folio Transactions 
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a. No nonmember broker-dealer shall, directly or indirect- 
ly, favor or disfavor the distribution of shares of any 
open-end investment company on the basis of brokerage 
commissions received or expected by such nonmember 
from any source, including such investment company, or 
any covered account. 


b. No nonmember broker-dealer shall, directly or indirect- 
ly, demand, require, or solicit an offer or promise of an 
amount or percentage of brokerage commissions from 
any source in connection with, or as a condition to, the 
sale of shares of an open-end investment company. 


c. No nonmember broker-dealer shall, directly or indirect- 
ly, offer or promise to another broker-dealer or request 
or arrange for the direction to any broker-dealer of, an 
amount or percentage of brokerage commissions from 
any source as an inducement or reward for the sale of 
shares of an open-end investment company. 


d. No nonmember broker-dealer shall circulate any infor- 
mation regarding the amount or level of brokerage com- 
missions received by the nonmember from any investment 
company or covered account to other than management 
personnel who are required, in the overall management of 
the nonmember’s business, to have access to such infor- 
mation. 


e. Nothing herein shall be deemed to prohibit the execu- 
tion of portfolio transactions of any open-end investment 
company or covered account by nonmember broker-dealers 
who also sell shares of such investment company; provid- 
ed, however, that such nonmembers shall seek orders for 
execution on the basis of the value and quality of their 
brokerage services and not on the basis of their sales of 
investment company shares. 


f. For purposes of this rule: 


1. Covered Account shall mean (i) any other invest- 
ment company or other account managed by the invest- 
ment adviser of such investment company, or (ii) any 
other account from which brokerage commissions are re- 
ceived or expected as a result or direction of any prin- 
cipal underwriter of such investment company or of any 
affiliated person of such investrxent company or of such 
principal underwriter, or of any affiliated person of an 
affiliated person of such investment company. 


2. Brokerage Commissions, as used herein, shall include 
all compensation paid for or in connection with the effect- 
ing of securities transactions (other than the sale of the 
shares of an open-end investment company) and shall in- 
clude commissions on agency transactions, underwriting 
discounts or concessions, mark-ups or mark-downs on 
principal transactions, and fees paid in connection with 
tender offers. 


3. Other terms used in this rule that are not defined in 
the Act or Rule 15b10-1 shall have the same meanings as 
in the Investment Company Act of 1940, as amended, 
except that the term “open-end investment company” 
shall not include insurance company separate accounts. 


The introductory clause of Rule 15b10-1, would be 
amended, pursuant to Sections 15(b)(10) and Section 
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23(a) of the Securities Exchange Act of 1934, to read as 
follows: 


For the purposes of all rules in the 15b10- series, the 
following definitions shall apply except where a partic- 
ular rule in such series contains a separate definition of 
the same term for the purposes of that rule: 


All interested persons are invited to submit their views 
and comments on the proposed rule and rule amendments. 
Written statements of views and comments should be sub- 
mitted to the Secretary, Securities and Exchange Commis- 
sion, Washington, D.C. 20549 on or before July 31, 1973 
and should refer to File No. S7-484. All such comments 
will be available for public inspection. 


By the Commission. 


Ronald F. Hunt 
Secretary 


1The National Association of Securities Dealers, Inc. 
(“NASD”) is the only such association registered with the 
Commission under Section 15A of the Act. 


2See Securities Exchange Act Release No. 10147. The 
NASD‘s new provisions are presently scheduled to become 
effective on July 15, 1973. 


3Under the definition in proposed Rule 15b10-10, this 
term would not be limited to commissions on agency 
transactions. It would also include all forms of compensa- 
tion paid in connection with securities transactions (other 
than the sale of fund shares) including underwriting con- 
cessions and tender fees. 


4it is noted that, if Rule 15b10-10 is adopted, the 
guidelines included in the NASD Board of Governors In- 
terpretation which accompanies the new NASD rule pro- 
visions in this area would, under published Commission 
staff positions, be considered as relevant to and accepted 
standards of behavior for nonmember broker-dealers and 
their associated persons. See Securities Exchange Act Re- 
lease No. 9420 (December 20, 1971). Nonmember broker- 
dealers may obtain directly from the National Association 
of Securities Dealers, Inc., 1735 K Street, N.W., Washing- 
ton, D.C. 20006, copies of the NASD Manual which con- 
tains current NASD rules, interpretations and policy 
statements. 


5The proposed rule, like the NASD rule, would apply to 
distribution of mutual fund contractual plans and variable 
annuity plans organized under unit investment trusts since 
sales of such plans are indirect sales of the mutual fund 
shares included in the trust portfolios. The Commission 
has asked the NASD to amend its Interpretation of its 
new rule provisions to make this clear. See Securities Ex- 
change Act Release No. 10147. 
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In the Matter of 


CENTAUR SECURITIES, LTD. 
333 South 200 East 

Salt Lake City, Utah 

(8-15659) 


FINDINGS AND ORDER IMPOSING 
REMEDIAL SANCTIONS 


In these broker-dealer proceedings under the Securities Ex- 
change Act and the Securities Investor Protection Act of 
1970, Centaur Securities, Ltd. (‘‘registrant’’) a registered 
broker-dealer and member of the National Association of 
Securities Dealers, Inc. (“NASD”), failed to file an answer 
as required by the order for proceedings. Rule 7(e) of the 
Commission’s Rules of Practice provides that upon such a 
failure a respondent shall be deemed in default and the 
proceedings may be determined against it upon considera- 
tion of the order for proceedings, the allegations of which 
may be deemed true as to it. 


Accordingly, on the basis of the order for proceedings, it 
is found that: 


1. During the period from about December 31, 1971 to 
July 10, 1972, registrant willfully violated Section 15(c)(3) 
of the Exchange Act and Rule 15c3-1 thereunder in that 
it effected securities transactions when its aggregate in- 
debtedness to all other persons exceeded 2,000% of its 

net capital and it did not have and maintain a minimum 
net capital of $5,000. 


2. During the period from about December 31, to July 
10, 1972 registrant willfully violated Section 17(a) of the 
Exchange Act and Rule 17a-3 thereunder in that it failed 
to make accurately and keep current certain books and 
records. 


3. During the period from about February 28 to July 10, 
1972 registrant willfully violated Section 17(a) of the Ex- 
change Act and Rule 17a-11 in that it failed to give the 
Commission telegraphic notice of its net capital and rec- 
ord-keeping deficiencies and failed to file accurate and 
reliable reports of its financial condition. 


4. Registrant failed to exercise reasonable supervision with 
a view to preventing the above violations. 


In view of the foregoing, it is in the public interest to 
revoke registrant's broker-dealer registration and to expel 
it from NASD membership. 


Accordingly, 1T |S ORDERED that the registration as a 
broker and dealer of Centaur Securities, Ltd. be, and it 
hereby is, revoked, and that Centaur Securities, Ltd. be, 
and it hereby is, expelled from membership in the Nation- 
al Association of Securities Dealers, Inc. 


For the Commission, by the Office of Opinions and Re- 
view, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 


1The findings herein are not binding on any other 


respondent in these proceedings. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10248/June 28, 1973 


The Securities and Exchange Commission announced pur- 
suant to Section 15(c)(5) of the Securities Exchange Act 
of 1934 (‘Exchange Act’’) the temporary suspension of 
over-the-counter trading for a ten-day period commencing 
at 11:05 A.M. (EDT) on June 28, 1973 and terminating 
at midnight (EDT) on July 7, 1973 of the securities of 
Scientific Control Corp., located in Dallas, Texas; Glen 
Explorations, Inc., located in Dallas, Texas; and Aviation 
Holding Corp., located in Greenville, Texas. 


The Commission initiated the subject suspensions because 
the subject issuers failed to comply with the reporting 
provisions of the Exchange Act resulting in the lack of 
current and accurate information available to the public. 


The Commission cautions broker-dealers, shareholders, and 
prospective purchasers that they should carefully consider 
the foregoing information along with all other currently 
available information and any information subsequently 
issued by the company. 


Furthermore, brokers and dealers should be alert to the 
fact that pursuant to Rule 15c2-11 under the Exchange 
Act, no quotation may be entered unless and until they 
have strictly complied with all of the provisions of said 
rule. If any broker or dealer has any questions as to 
whether or not he has complied with said rule, he should 
not enter any quotation but immediately contact the staff 
of the Division of Enforcement in Washington, D.C. If 
any broker or dealer is uncertain as to what is required by 
Rule 15c2-11, he should refrain from entering quotations 
relating to the securities in question until such time as he 
has familiarized himself with said rule and is certain that 
all of its provisions have been met. If any broker or dealer 
enters any quotation which is in violation of said rule, 

the Commission will consider the need for prompt en- 
forcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10249/June 28, 1973 


The Securities and Exchange Commission today announced 
that it will terminate the temporary suspension of trading 
in the securities of Flying Diamond Corp., located in Salt 
Lake City, Utah, at midnight (EDT) July 1, 1973. 


The Commission initiated the trading suspension on June 
22, 1973, upon the request of the company because it 
had information that an undetermined number, possibly 
in excess of 200,000 shares, of its stock were issued with- 
out proper authorization and are invalid. The company is 
investigating the circumstances surrounding the allegedly 
improperly issued stock and its auditors are auditing the 
stock transfer records. Flying Diamond terminated the 
services of its transfer agent and does not anticipate 
obtaining the services of another transfer agent until the 
completion of the audit of the stock transfer rec- 
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ords, at which time Flying Diamond will issue a press 
release. 


The Commission reminds broker-dealers of their responsi- 
bilities under the Federal securities laws in view of the 
absence at the present time of any transfer agent for Fly- 
ing Diamond Corp. securities. In this regard the Commis- 
sion stated in Securities Exchange Act Release No. 8363, 
July 29, 1968, that “it would be inconsistent with applic- 
able requirements for a broker-dealer to sell a security as 
principal for his own account or to purchase it as broker 
for any other person, if the broker-dealer knows, or has 
reason to believe, that it is difficult to obtain delivery 
with respect to a particular security because of delays in 
transfer...” 


The Commission cautions broker-dealers, shareholders and 
prospective purchasers that they should consider carefully 
the foregoing information along with all other currently 
available information and any information subsequently 
issued by the company. 


Furthermore, brokers and dealers should be alert to the 
fact that pursuant to Rule 15c2-11 under the Exchange 
Act, no quotation may be entered unless and until they 
have strictly complied with all of the provisions of said 
rule. If any broker or dealer has any questions as to 
whether or not he has complied with said rule, he should 
not enter any quotation but immediately contact the 
Securities and Exchange Commission, Division of Enforce- 
ment in Washington, D.C. If any broker or dealer is un- 
certain as to what is required by Rule 15c2-11, he should 
refrain from entering quotations relating to the securities 
in question until such time as he has familiarized himself 
with said rule and is certain that all of its provisions have 
been met. If any broker or dealer enters any quotation 


which is in violation of said rule, the Commission will con- 


sider the need for prompt enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10250/June 28, 1973 


The Securities and Exchange Commission announced pur- 
suant to Section 15(c)(5) of the Securities Exchange Act 
of 1934 (“Exchange Act’’) the temporary suspension of 
over-the-counter trading for a ten-day period commencing 
at 12:15 P.M. (EDT) on June 28, 1973 and terminating 
at midnight (EDT) on July 7, 1973 of the securities of 
Pace Industries, Inc., located in Ft. Lauderdale, Florida; 
R. D. Philpot Industries, located in Houston, Texas; Silver 
Reef Mines, Ltd., located in Las Vegas, Nevada; Interna- 
tional Assemblix Corporation, located in Toledo, Ohio; 
and Universal Dynamics Incorporated, located in Okla- 
homa City, Oklahoma. 


The Commission initiated the subject suspensions because 
the subject issuers failed to comply with the reporting 
provisions of the Exchange Act resulting in the lack of 
current and accurate information available to the public. 


The Commission cautions broker-dealers, shareholders, and 
prospective purchasers that they should carefully consider 
the foregoing information along with all other cur- 
rently available information and any information 
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subsequently issued by the company. 


Furthermore, brokers and dealers should be alert to the 
fact that pursuant to Rule 15c2-11 under the Exchange 
Act, no quotation may be entered unless and until they 
have strictly complied with all of the provisions of said 
rule. If any broker or dealer has any questions as to 
whether or not he has complied with said rule, he should 
not enter any quotation but immediately contact the staff 
of the Division of Enforcement in Washington, D.C. If 
any broker or dealer is uncertain as to what is required by 
Rule 15c2-11, he should refrain from entering quotations 
relating to the securities in question until such time as he 
has familiarized himself with said rule and is certain that 
all of its provisions have been met. If any broker or dealer 
enters any quotation which is in violation of said rule, 
the Commission will consider the need for prompt en- 
forcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10251/June 28, 1973 


The Securities and Exchange Commission announced that 
the temporary suspension of over-the-counter trading in 
the securities of Star-Glo Industries, Inc. (“Star-Glo”) of 
East Rutherford, New Jersey, will terminate at midnight 
(EDT) on July 1, 1973. 


Management of Star-Glo, has advised the Commission that 
the company, since its purported merger with Computron 
Corporation in 1972, has been without accurate stock 
transfer records and is unable to ascertain the number of 
its shares issued and outstanding and that no audited 
financial statements of Computron exist for the year 1971 
and 1972. 


The Commission filed a complaint on June 27, 1973 in 
the United States District Court for the District of New 
Jersey seeking to enjoin six individuals and M. Bernstein 
Securities, Inc. (““MBS’’), a broker-dealer firm from further 
violations of the anti-fraud provisions of the Federal secu- 
rities laws. The complaint also seeks to enjoin three 
individuals from further violations of the registration pro- 
visions of the Federal securities laws. Further, the com- 
plaint seeks to enjoin Star-Glo from violating Section 
12(g) of the Securities Exchange Act of 1934 which re- 
quires it to register its securities with the Commission 
and seeks a mandatory injunction requiring Star-Glo to 
register with the Commission and to submit a plan cal- 
culated to resolve the question of the number of shares 
Star-Glo has outstanding. The complaint also seeks to en- 
join Joseph R. Starita (‘’Starita’’), Star-Glo’s president 
from aiding and abetting the violations by Star-Glo. (See 
litigation Release No. 5949). 


Star-Glo has represented that its shares will not be trans- 
ferred until the question of the number of shares out- 
standing is clarified. 


The Commission cautions broker-dealers, shareholders, and 
prospective purchasers that they should consider carefully 
the foregoing information along with all other currently 
available information and any information subsequently 
issued by the company. 
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Furthermore, brokers and dealers should be alert to the 
fact that pursuant to Rule 15c2-11 under the Exchange 
Act, no quotation may be entered, trades consummated 
or orders solicited unless and until they have strictly com- 
plied with all of the provisions of said rule. If any broker 
or dealer has any question as to whether or not he has 
complied with said rule, he should not enter any quota- 
tion or engage in any transaction, but immediately con- 
tact the staff of the Securities and Exchange Commission, 
Division of Enforcement in Washington, D.C. If any 
broker or dealer is uncertain as to what is required by 
Rule 15c2-11, he should refrain from entering quotations 
or engaging in other activity relating to the securities in 
question until such time as he has familiarized himself 
with said rule and is certain that all of its provisions have 
been met. If any broker or dealer enters any quotation or 
engages in any transaction which is in violation of said 
rule the Commission will consider the need for prompt 
enforcement action. 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Rel. No. 18010/June 25, 1973 


In the Matter of 


MISSISSIPPI POWER & LIGHT COMPANY 
P. O. Box 1640 

Jackson, Mississippi 39205 

(70-5336) 


NOTICE OF PROPOSED GAS GATHERING AND 
TRANSMISSION AGREEMENT WITH NON- 
ASSOCIATE COMPANY AND GUARANTEE OF 
NON-ASSOCIATE’S RELATED NOTES 


NOTICE IS HEREBY GIVEN that Mississippi Power & 
Light Company (‘Mississippi’), an electric utility sub- 
sidiary company of Middle South Utilities, Inc., a regis- 
tered holding company, has filed a declaration with this 
Commission pursuant to the Public Utility Holding Com- 
pany Act of 1935 (‘‘Act’’), designating Sections 6(a) and 
7 of the Act as applicable to the proposed transaction. 
All interested persons are referred to the declaration, 
which is summarized below, for a complete statement of 
the proposed transactions. 


Mississippi proposes to enter into a Gas Gathering and 
Transmission Agreement (‘“Agreement’’) with Mississippi 
Fuel Company (’’Fuelco’’), a non-associate company, 
which is a subsidiary of Mustang Fuel Corp., to provide 
for construction of a pipeline which would be dedicated 
to the transportation of gas purchased by Mississippi from 
the points of purchase to Mississippi's generating stations. 
Mississippi presently owns and operates four steam elect- 
ric stations, all of which are designed to burn natural gas 
as the principal fuel. In order to augment the supply of 
gas presently available under contracts for such stations, 
Mississippi has contracted to purchase: (1) gas from a gas 
processing plant in Ranken County, Mississippi, (2) a 
minimum of 200,000,000 MCF of the output of a new 
gas field in Copiah County, Mississippi, and (3) the entire 


output of the South State Line Field in Greene County, 
Mississippi. Under these contracts, it is estimated that 
15,000 MCF per day, and 54,000 MCF per day and 
10,000 MCF per day, respectively, will be available. With 
these and other potential purchases of commercial quanti- 
ties of natural gas expected to be within economic trans- 
portation distance, it is estimated that at least 100,000 
MCF per day will be available at the end of the first five 
years’ operation. Mississippi has no expertise in the con- 
struction and operation of pipelines and expects to con- 
tract with Fuelco for the gathering and transportation of 
this gas over a pipeline system which is to be constructed, 
owned, financed and operated by Fuelco pursuant to the 
Agreement, with Mississippi having a right to direct such 
actions. Fuelco will also represent Mississippi in the acqui- 
sition of additional reserves, conduct reserve studies, pay 
producers and royalty owners and perform certain other 
duties, as set forth in the Agreement. Initially, the pro- 
posed pipeline system including laterals will extend ap- 
proximately 170 miles, from the South State Field to 
Mississippi's Rex Brown Generating Station at Jackson, 
Mississippi, and will be further extended if and when suf- 
ficient quantities of gas are secured. The estimated cost 
of the initial pipeline and gathering facilities and working 
capital involved will be $9,500,000. 


Fuelco expects to finance construction of the facilities 
through the private placement of $9,500,000 of its notes 
(‘Notes’) to be amortized over a 20-year period. Pur- 
suant to the Agreement, Mississippi will covenant to pro- 
vide revenues to Fuelco on a monthly basis sufficient to 
cover debt service on the Notes and all of Fuelco’s operat- 
ing and other expenses and taxes other than income taxes. 
In addition, the payments by Mississippi will provide 
Fuelco with a profit of 3/4 of one cent per MCF of gas 
delivered to any of Mississippi’s generating stations. All 
items of compensation (other than those based on capital 
cost and said profit to Fuelco) would be based on actual 
and allocated costs incurred by Fuelco. As a result of re- 
taining the services of such an independent contractor to 
construct and operate said gas lines, Mississippi states that 
substantial financial and operating savings will accrue. The 
proposed physical facilities will be exclusively owned by 
Fuelco, and Mississippi will have no rights to acquire them 
except in the event of cancellation by or refusal by Fuel- 
co to renew the Agreement at the end of its twenty-year 
term or specified defaults in performance. Under these 
circumstances, Mississippi would have the option of pur- 
chasing the facilities at the installed cost thereof less de- 
preciation at five percent per annum, but in no event less 
than Fuelco’s then outstanding long-term debt. Mississippi 
proposes to charge the entire amounts paid to Fuelco 
under the Agreement to its Fuel Expense Account. 


Fuelco will annually file a form U-13E-1 pursuant to Rule 
95 promulgated under the Act. 


It is stated that no State commission and no Federal com- 
mission, other than this Commission, has jurisdiction over 
the proposed transaction. The fees and expenses to be in- 
curred by Mississippi in connection with the proposed 
transaction are expected not to exceed $3,000. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than July 23, 1973, request in writing that 
a hearing be held on such matter, stating the nature of his 
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interest, the reasons for such request, and the issues of 
fact or law raised by said declaration which he desires to 
controvert; or he may request that he be notified if the 
Commission should order a hearing thereon. Any such re- 
quest should be addressed: Secretary, Securities and Ex- 
change Commission, Washington, D.C. 20549. A copy of 
such request should be served personally or by mail (air 
mail if the person being served is located more than 500 
miles from the point of mailing) upon the declarant at the 
above-stated address, and proof of service (by affidavit or, 
in case of an attorney-at-law, by certificate) should be 
filed with the request. At any time after said date, the 
declaration, as filed or as it may be amended, may be per- 
mitted to become effective as provided in Rule 23 of the 
General Rules and Regulations promulgated under the 
Act, or the Commission may grant exemption from such 
rules as provided in Rules 20(a) and 100 thereof or take 
such other action as it may deem appropriate. Persons 
who request a hearing or advice as to whether a hearing is 
ordered will receive notice of further developments in this 
matter, including the date of the hearing (if ordered) and 
any postponements thereof. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Rel. No. 18011/June 28, 1973 


In the Matter of 


AMERICAN NATURAL GAS COMPANY 

New York, New York 

MICHIGAN CONSOLIDATED GAS COMPANY 
Detroit, Michigan 

(70-5355) 


ORDER AUTHORIZING ISSUE AND SALE OF FIRST 
MORTGAGE BONDS AT COMPETITIVE BIDDING AND 
INCREASE IN AUTHORIZED SHARES OF COMMON 
STOCK AND ISSUE AND SALE THEREOF TO HOLD- 
ING COMPANY 


American Natural Gas Company (‘American Natural’’), a 
registered holding company, and one of its subsidiary 
companies, Michigan Consolidated Gas Company (‘‘Michi- 
gan Consolidated”), have filed an application-declaration 
and amendment thereto with this Commission pursuant to 
Sections 6(b), 9, 10, and 12(f) of the Public Utility Hold- 
ing Company Act of 1935 (‘‘Act’’) and Rules 43 and 50 
promulgated thereunder regarding the following proposed 
transactions. 


Michigan Consolidated proposes to issue and sell, subject 
to the competitive bidding requirements of Rule 50 under 
the Act, $35,000,000 principal amount of First Mortgage 
Bonds, % Series, due 1998. The interest rate (which 
will be a multiple of 1/8 of 1%) and the price, exclusive 
of accrued interest, (which will not be less than 98-1/2% 
nor more than 101-1/2% of the principal amount) will be 
determined by the competitive bidding. The bonds will be 
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issued under a Mortgage and Deed of Trust, dated as of 
March 1, 1944 as heretofore supplemented and as to be 
further supplemented by a Twenty-first Supplemental In- 
denture to be dated as of July 1, 1973, between Michigan 
Consolidated and First National City Bank (formerly The 
National City Bank of New York) and William T. Hayes, 
as Trustees, and including a prohibition until July 15, 
1978 against refunding the issue with the proceeds of 
funds borrowed at a lower effective interest cost. 


Michigan Consolidated also proposes to increase its 
authorized shares of common stock, par value $14 per 
share (all of which are owned by American Natural), 
from 13,200,000 to 13,600,000 shares, and to issue and 
sell, and American Natural proposes to acquire, 400,000 
additional shares of common stock of Michigan Consoli- 
dated at a price of $14 per share, or for an aggregate 
price of $5,600,000. 


It is stated that the net proceeds from the sale of the 
bonds and common stock will be used to retire all of 
Michigan Consolidated’s then outstanding notes payable 
to banks due August 31, 1973, and to pay, in part, 1973 
construction costs (estimated at $91,000,000). The 
amount of notes payable to banks outstanding at the time 
of execution of the proposed transactions is estimated at 
$17,000,000. It is further stated that additional funds re- 
quired to finance Michigan Consolidated’s 1973 construc- 
tion will be obtained from its operations and from addi- 
tional borrowings which will be the subject of a future 
application to the Commission. 


The Michigan Public Service Commission has authorized 
the issuance and sale of the bonds and common stock. 
No other State commission and no Federal commission, 
other than this Commission, has jurisdiction over the pro- 
posed transactions. 


Due notice of the filing of said application-declaration has 
been given in the manner prescribed in Rule 23 promul- 
gated under the Act (Holding Company Act Release No. 
17978), and no hearing has been required of or ordered 
by the Commission. Upon the basis of the facts in the 
record, it is hereby found that the applicable standards of 
the Act and the rules thereunder are satisfied and that no 
adverse findings are necessary; and that it is appropriate in 
the public interest and in the interest of investors and 
consumers that said application-declaration, as amended, 
be granted and permitted to become effective: 


IT 1S ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application- 
declaration, as amended, be, and it hereby is, granted and 
permitted to become effective forthwith, subject to the 
terms and conditions prescribed in Rule 24 promulgated 
under the Act. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Rel. No. 18012/June 29, 1973 


In the Matter of 


EASTERN UTILITIES ASSOCIATES 

Boston, Massachusetts 

BLACKSTONE VALLEY ELECTRIC COMPANY 
Lincoln, Rhode Island 

BROCKTON EDISON COMPANY 

Brockton, Massachusetts 

FALL RIVER ELECTRIC LIGHT COMPANY 
Fall River, Massachusetts 

MONTAUP ELECTRIC COMPANY 

Fall River, Massachusetts 

(70-5352) 


ORDER AUTHORIZING ISSUE AND SALE OF NOTES 
BY HOLDING COMPANY AND SUBSIDIARY COM- 
PANIES TO BANKS AND OPEN ACCOUNT AD- 
VANCES BY HOLDING COMPANY TO SUBSIDIARY 
COMPANIES 


Eastern Utilities Associates (‘‘EUA’’), a registered holding 
company, and its four electric utility subsidiary companies 
Blackstone Valley Electric Company (“Blackstone”), 
Brockton Edison Company (“Brockton”), Fall River Elect- 
ric Light Company (“Fall River’), and Montaup Electric 
Company (‘““Montaup”), have filed an application-declara- 
tion and amendments thereto. with this Commission pur- 
suant to Sections 6(a), 7, and 12(b) of the Public Utility 
Holding Company Act of 1935 (’Act’’) and Rule 45 pro- 
mulgated thereunder regarding the following proposed 
transactions. 


During the period ending January 2, 1974, EUA, Black- 
stone, Brockton, Fall River, and Montaup propose to issue 
and sell short-term, unsecured promissory notes to banks, 
and in the cases of Blackstone, Brockton, and Fall River 
to also receive open-account advances from EUA, in the 
maximum aggregate amounts to be outstanding at any one 
time as shown below: 


EUA Blockstone 
The Chase Manhattan Bank 
(N.A.), New York, N.Y. 
Industrial National Bank of 
Rhode Island, Providence, R.!. 
Rhode Island Hospital Trust 
National Bank, Providence, R.|. 
The First National Bank of 
Boston, Mass. 
State Street Bank and Trust 
Company, Boston, Mass. 
The National Shawmut 
Bank of Boston, Mass. 
Plymouth-Home National 
Bank, Brockton, Mass. 
First County National Bank, 
Brockton, Mass. 
B.M.C, Durfee Trust Company, 
Fall River, Mass. 
Fall River Trust Company, 
Fall River, Mass. 
Fall River National Bank, 
Fall River, Mass. 
Total from banks 
From EUA 


$20,000 $ 1,000 
1,920 
1,910 
15,930 


$35,930 $ 4,830 
$22,040 


Maximum amount of aggregate short-term borrowings from banks 
and advances from EUA to be outstanding at any one time 


$35,930 $26,870 


Brockton 


$ 1,500 


2,800 
1,200 


400 
400 


$ 6,300 
$26,790 


$33,090 


It is proposed that the borrowings of any company from 
any particular bank may at times be increased to twice 
the amount shown above in respect of that bank, pro- 
vided that the aggregate bank borrowings of that company 
shall at no time exceed its total amount of bank borrow- 
ings set forth above. 


The notes to banks will be dated as of the date of issu- 
ance, will mature no later than January 2, 1974, and will 
be prepayable in whole or in part without penalty. It is 
represented that some of the lending banks will require 
compensating balances and that others will not. With re- 
spect to notes for which compensating balances are re- 
quired, the notes will bear interest at not in excess of the 
prime rate charged by the lending bank on the date of 
issuance. Assuming a 15% compensating balance and a 
prime rate of 7.25% per annum, the effective interest cost 
on such notes would be 8.529% per annum. Notes as to 
which no compensating balances are required will bear 
interest at the lending bank’s prime rate plus an adjust- 
ment equivalent to an imputed 15% compensating balance 
requirement. Such adjusted interest rate would be 8.529% 
per annum, assuming a prime rate of 7.25%. 


The advances by EUA to Blackstone and Brockton will be 
subordinated to the rights of the preferred stockholders of 
Blackstone and Brockton, respectively, to receive divid- 
ends and liquidation payments if, and so long as, (a) pre- 
ferred stock dividends are in arrears (or in the event of 
liquidation, the liquidation rights of preferred stockhold- 
ers have not been satisfied) and (b) the sum of the ad- 
vances from EVA, the notes payable to banks and all 
other securities representing unsecured debt, maturing in 
less than 10 years, exceeds 10% of the company’s secured 
debt, capital stocks, premium, and surplus. The advances 
will bear interest payable on October 1, 1973, and Janu- 
ary 2, 1974, at not in excess of the prime rate in effect 
at The First National Bank of Boston and at The Chase 
Manhattan Bank except that to the extent advances have 
been or are made hereunder from the proceeds of issu- 
ance by EUA of its five-year unsecured promissory note 
(Holding Company Act Release No. 17085), such advances 

Fall River Montaup Shall bear interest payable at 
the rate incurred by EUA on 
the five-year note. Since the 
subsidiary companies are to 
maintain a 15% compensating 
balance with the banks lending 
to EUA, the effective interest 
cost for the open account ad- 
vances would be 8.529% per 
annum, assuming a prime rate 
of 7.25%, except that the effec- 
tive rate would be 9.706% with 
respect to advances related to 
EUA’s five-year note. 


$ 2,000 $ 5,000 


2,690 13,900 


5,000 
10,000 


It is stated that the proceeds 
from the proposed notes and 
advances will be used to meet 
cash requirements for construc- 
tion, to make investment in 
permanent securities of Mon- 
taup by Blackstone, Brockton, 
and Fall River, to provide funds 
for compensating balances with 
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lending banks through January 2, 1974, and to pay out- 
standing short-term loans. On July 2, 1973, Blackstone, 
Brockton, Fall River, and Montaup expect to have out- 
standing short-term loans of $18,100,000 (including 
$13,400,000 advance from EUA to Blackstone), 
$11,800,000 (including $6,600,000 advance from EUA to 
Brockton), $5,800,000 (including $1,700,000 advance 
from EUA to Fall River), and $18,000,000 respectively. 


Blackstone, Brockton, or Fall River may prepay its notes 
to banks, in whole or in part, by the use of an advance 
from EUA, or may repay an advance from EVA with the 
proceeds of notes issued to banks. If the interest rate on 

a note issued to a bank for the purpose of obtaining funds 
to repay an advance from EUA shall exceed the rate on 
the advance being repaid, EUA shall reimburse or credit 
Blackstone, Brockton, or Fall River, as the case may be, 
for the added interest required for the term of the note 
so issued. 


In the event of any permanent financing by any of the 
borrowing companies (with the exception of permanent 
financing by EUA the proceeds of which are applied to 
the payment or prepayment of its five-year note), the net 
cash proceeds therefrom will be applied to the payment 
of its short-term note indebtedness or advances from 
EUA then outstanding, and the maximum amount of 
short-term note indebtedness and advances to be outstand- 
ing at any one time, as proposed herein, will be reduced 
by the amount of the proceeds of such permanent 
financing. 


No state commission and no federal commission, other 
than this Commission, has jurisdiction over the proposed 
transactions. The fees and expenses to be incurred in con- 
nection with the proposed transactions are estimated at 
$3,960. 


Due notice of the filing of said application-declaration has 
been given in the manner prescribed in Rule 23 promul- 
gated under the Act (Holding Company Act Release No. 
17986), and no hearing has been requested of or ordered 
by the Commission. Upon the basis of the facts in the 
record, it is hereby found that the applicable standards of 
the Act and the rules thereunder are satisfied and that no 
adverse findings are necessary; and that it is appropriate in 
the public interest and in the interest of investors and 
consumers that said application-declaration, as amended, 
be granted and permitted to become effective: 


IT IS ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said application-declara- 
tion, as amended, be, and it hereby is, granted and per- 
mitted to become effective forthwith, subject to the 
terms and conditions prescribed in Rule 24 promulgated 
under the Act. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 | 
Rel. No. 18013/June 29, 1973 | 


In the Matter of 


AMERICAN ELECTRIC POWER COMPANY, INC. 
New York, New York 
(70-5338) 


ORDER AUTHORIZING ISSUE AND SALE OF NOTES 
TO BANKS AND TO DEALER IN COMMERCIAL 
PAPER BY HOLDING COMPANY, EXCEPTION FROM 
COMPETITIVE BIDDING, AND CAPITAL CONTRIBU- 
TIONS TO SUBSIDIARY COMPANIES 


American Electric Power Company, Inc. (“AEP”), a regis- 
tered holding company, has filed an application-declara- 
tion and amendments thereto with this Commission pur- 
suant to Sections 6(b) and 12(b) of the Public Utility 
Holding Company Act 1935 (’‘Act’’) and Rules 45 and 
50(a)(5) promulgated thereunder regarding the following 
proposed transactions. 


AEP requests, pursuant to Section 6(b) of the Act, that it 
be authorized to issue and sell, from time to time prior to 
December 31, 1974, short-term notes (including commer- 
cial paper) in an aggregate face amount of not more than 
$150,000,000 to be outstanding at any one time. None of 
such notes shall mature later than June 30, 1975. The 
amount of bank notes and commercial paper to be out- 
standing includes any such previously authorized notes 
which may be outstanding (File No. 70-5029). 








The proceeds from the sale of the short-term notes are to 
be applied by AEP, together with other funds, to make 
additional investments in certain of its public-utility sub- 
sidiary companies to assist them in financing the costs of 
their respective construction programs and for other cor- 
porate purposes. AEP requests authority to make capital 
contributions from time to time prior to December 31, 
1974, to three of its public-utility subsidiary companies, 
as follows: $85,000,000 to Ohio Power Company 
(‘Ohio’), $40,000,000 to Appalachian Power Company 
(‘Appalachian’), and $70,000,000 to Indiana & Michigan 
Electric Company (“1&M’’). The construction programs of 
the three subsidiary companies for 1973 and 1974 are 
estimated as follows: $40,000,000 for Ohio, $385,000,000 } 
for Appalachian, and $325,000,000 for |&M. It is stated 
that AEP may, in the alternative, choose to make portions 
of the proposed investments in the equity of the above- 
named utility subsidiaries through the purchase of addi- 
tional shares of common stock of such subsidiaries. The 
issuance and purchase of such common stock would be 
subject to further regulatory approvals, including the } 
authorization of this Commission. 


The notes to be sold to banks will bear interest not great- 
er than the prime commercial rate then in effect, will 
mature not more than 270 days from the date of issue or 
reissue thereof, and will be prepayable at any time with- 
out premium or penalty. AEP will file with the Commis- 
sion by post-effective amendment a list of the banks to 
which it proposes to issue and sell the proposed notes. 
Such amendment will also indicate compensating balances, 
if any, required to be maintained in connection with the 
borrowings and the effective annual cost of said borrow- 




















ings. No notes will be issued and sold prior to the issu- 
ance of a supplemental order by the Commission in con- 
nection therewith. 


AEP proposes to issue and sell, from time to time prior to 
December 31, 1974, commercial paper to a dealer in com- 
mercial paper (‘dealer’). The commercial paper notes will 
be of varying maturities with no such notes maturing more 
than 270 days after the date of issue, and none will be pre- 
payable prior to maturity. Such notes, in denominations of 
not less than $50,000 and not more than $5,000,000, will 
be issued and sold by AEP directly to the dealer at a dis- 
count rate per annum prevailing at the date of issuance for 
commercial paper of comparable quality and maturity. No 
commercial paper notes will be issued having a maturity of 
more than 90 days if such commercial paper notes would 
have an effective interest cost which exceeds the effective 
interest cost at which AEP could borrow from banks. The 
dealer will reoffer the commercial paper notes to not more 
than 200 of such dealer’s customers, identified and desig- 
nated in a nonpublic list prepared by the dealer in advance, 
at a discount rate of 1/8 of 1% per annum less than the dis- 
count rate to AEP. It is expected that such customers of the 
dealer will hold the commercial paper notes to maturity, 
but, if any such customer wishes to resell such commercial 
paper prior to maturity, the dealer, pursuant to a verbal re- 
purchase agreement, will repurchase such commercial paper 
sold by it and reoffer it to other customers on the list. 


It is stated that AEP will retire any notes to banks or 
commercial paper issued and sold pursuant to the auth- 
orization of the Commission in this proceeding on or be- 
fore June 30, 1975, from internal cash resources and with 
the proceeds of the sale of common stock and such other 
securities as the Commission may authorize. 


AEP requests an exception from the competitive bidding 
requirements of Rule 50 for the proposed issue and sale 
of its commercial paper. AEP states that it is not practical 
to invite competitive bids for commercial paper. AEP also 
requests authority to file certificates under Rule 24 with 
respect to the issue and sale of commercial paper hereafter 
consummated pursuant to this proceeding on a quarterly 
basis. 


The capital contributions of AEP to Appalachian have 
been authorized by the State Corporation Commission of 
Virginia and the Public Service Commission of West Vir- 
ginia. No other state commission and no federal commis- 
sion, other than this Commission, has jurisdiction over the 
proposed transactions. 


Due notice of the filing of said application has been given 
in the manner prescribed in Rule 23 promulgated under 
the Act (Holding Company Act Release No. 17992), and 
no hearing has been requested of or ordered by the Com- 
mission. Upon the basis of the facts in the record, it is 
hereby found that the applicable standards of the Act and 
the rules thereunder are satisfied and that no adverse find- 
ings are necessary; and that it is appropriate in the public 
interest and in the interest of investors and consumers 
that said application, as amended, be granted: 


IT 1S ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application, as 


amended, be, and it hereby is, granted, effective forth- 
with, subject to the terms and conditions prescribed in 
Rule 24 promulgated under the Act, except that the time 
for filing the certification thereunder with respect to the 
commercial paper is extended as previously indicated. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Rel. No. 18014/June 29, 1973 


In the Matter of 


INDIANA & MICHIGAN ELECTRIC COMPANY 
Fort Wayne, Indiana 
(70-5332) 


ORDER AUTHORIZING ISSUE AND SALE OF NOTES 
TO BANKS AND TO DEALERS IN COMMERCIAL 
PAPER AND EXCEPTION FROM COMPETITIVE 
BIDDING 


Indiana & Michigan Electric Company (1&M’’), an elec- 
tric utility subsidiary company of American Electric Pow- 
er Company, Inc., a registered holding company, has filed 
an application and amendments thereto with this Commis- 
sion pursuant to Section 6(b) of the Public Utility Hold- 
ing Company Act of 1935 (“‘Act’’) and Rule 50(a)(5) 
promulgated thereunder regarding the following proposed 
transactions. 


1&M requests that from the date of the granting of this 
application to December 31, 1974, the exemption from 
the provisions of Section 6(a) of the Act afforded to it by 
the first sentence of Section 6(b) of the Act, relating to 
the issue of short-term notes, be increased to the extent 
necessary to cover the issuance and sale of notes to banks 
and to dealers in commercial paper but not in excess of 
the maximum amount allowable under its Articles of Ac- 
ceptance and as authorized by its preferred stockholders. 
1&M proposes to issue short-term notes to banks and 
commercial paper to dealers in an aggregate amount not 
to exceed $125,000,000 outstanding at any one time, in- 
cluding short-term notes presently outstanding, such 
amount being the maximum allowable as of April 1, 1973. 
The notes are to be issued from time to time prior to 
December 31, 1974, as funds are required, provided that 
none of the notes will mature later than June 30, 1975. 


The proceeds from the issue and sale of the notes will be 
used by !&M to repay short-term debts presently out- 
standing, to pay part of the cost of its future construc- 
tion program, and for other corporate purposes. Such 
construction expenditures for the years 1973 and 1974 
are estimated to total $170,000,000 and $150,000,000 
respectively. The application states that, unless otherwise 
authorized by the Commission, all of the short-term debt 
of 1&M will be retired prior to June 30, 1975, from in- 
ternal cash resources, debt or equity financing, or cash 
capital contributions. 
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Each note payable to a bank to be issued by !&M will be 
dated as of the date of the borrowing which it evidences 
and will mature not more than 270 days after the date of 
issuance or renewal thereof. Each such note will bear 
interest no greater than the prime rate of commercial 
banks at the time of issuance or in effect from time to 
time and will be prepayable at any time without premium 
or penalty. It is stated that 1&M will not pay any fees or 
charges to any of such banks in connection with the issu- 
ance and sale of the notes. Sufficient bank balances to 
meet operating and financial needs are kept at the banks 
to satisfy any compensating balance requirements of such 
banks in connection with the borrowings. If the average 
of such bank balances were maintained solely in order to 
fulfill the prevailing compensating balance requirements 
of such banks, generally between 15% and 20%, the effec- 
tive interest cost to 1&M of issuance and sale of such 
notes to the banks would be approximately 1-1/2% above 
the current prime commercial rate of 7-1/2%, or about 
9%. At the present time, |&M proposes to issue and sell 
its notes to a group of 29 banks in an aggregate amount 
up to $18,015,000 outstanding at any one time. |&M will 
not effect any further borrowings from banks pursuant to 
this application until an amendment thereto has been 
filed setting forth the name or names of the banks from 
which such borrowings are to be effected and such 
amendment shall have been granted by order of the 
Commission. 


Included among the proposed notes are demand notes to 
the trust departments of Fort Wayne National Bank, Fort 
Wayne, Indiana and Lincoln National Bank, Fort Wayne, 
Indiana in the maximum amounts of $5,000,000 and 
$10,000,000 respectively. These demand notes will be in 
the form of promissory notes in denominations of not 
less than $1,000, bearing an interest rate equivalent to 
the highest rate paid daily by General Motors Acceptance 
Corporation on its commercial paper with a maturity of 
30 to 180 days. Notes issued from January 1 to June 30 
will mature July 1 of the same year, and those issued 
from July 1 to December 31 will mature January 1 of the 
following year. Each bank trust department will have the 
right to demand payment at any time, and |&M will have 
the right to repay, without penalty, ail or any part of the 
principal amount of such notes outstanding. On June 12, 
1973, General Motors Acceptance Corporation's highest 
rate paid on commercial paper due 30 to 180 days was 
reported to be 7-5/8%. This rate was approximately 5/8% 
less than the rate at which 1&M was then able to issue 
commercial paper of comparable maturities and approxi- 
mately 1-3/8% below the effective rate for bank borrow- 
ings based on a prime commercial rate of 7-1/2% and 
compensating balances of 15% to 20%. It is stated that 
based on past experience, the rate on the demand notes 
will consistently be lower than the comparable rates for 
commercial paper and bank borrowings including the ef- 
fect of compensating balances. 


The commercial paper will be in denominations of not 
less than $50,000 nor more than $5,000,000 and will be 
of varying maturities, with no maturity more than 270 
days after the date of issue; none will be prepayable prior 
to maturity. The commercial paper notes will be sold 
directly to not more than two dealers at a discount not 
in excess of the discount rate per annum prevailing at the 
time of issuance for commercial paper of comparable 
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quality and maturity. No commercial paper notes will be 
issued having a maturity more than 90 days at an effec- 
tive interest cost which exceeds the effective interest cost 
at which |&M could borrow from banks. The dealers will 
reoffer the commercial paper notes to not more than 100 
of their customers identified and designated in a list (non- 
public) prepared in advance. It is expected that 1&M’s 
commercial paper notes will be held by each dealer's cus- 
tomers to maturity, but if the customers wish to resell 
prior to maturity, the dealer, pursuant to a verbal repur- 
chase agreement, will repurchase the notes and reoffer 
them to others in its group of 100 customers. 


1&M requests exception from the competitive bidding re- 
quirements of Rule 50 for the proposed issue and sale of 
its commercial paper pursuant to paragraph (a)(5) thereof 
on the grounds that it is not practicable to invite com- 
petitive bids for commercial paper and that current rates 
for commercial paper of prime borrowers such as |&M 
are published daily in financial publications. 1&M also re- 
quests authority to file certificates under Rule 24 with 
respect to the issue and sale of commercial paper and 
demand notes hereafter consummated pursuant to this 
proceeding on a quarterly basis. 


No state commission and no federal commission, other 
than this Commission, has jurisdiction over the proposed 
transactions, 


Due notice of the filing of said application has been given 
in the manner prescribed in Rule 23 promulgated under 
the Act (Holding Company Act Release No. 17989), and 
no hearing has been requested of or ordered by the Com- 
mission. Upon the basis of the facts in the record, it is 
hereby found that the applicable standards of the Act and 
the rules thereunder are satisfied and that no adverse find- 
ings are necessary; and that it is appropriate in the public 
interest and in the interest of investors and consumers 
that said application, as amended, be granted: 


IT 1S ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said application, as 
amended, be, and it hereby is, granted, effective forth- 
with, subject to the terms and conditions prescribed in 
Rule 24 promulgated under the Act, except that the time 
for filing the certification thereunder with respect to the 
commercial paper and demand notes is extended as previ- 
ously indicated. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Rel. No. 18015/June 29, 1973 


In the Matter of 


APPALACHIAN POWER COMPANY 
Roanoke, Virginia 


(70-5351) 
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ORDER AUTHORIZING ISSUE AND SALE OF NOTES 
TO BANKS AND TO DEALERS IN COMMERCIAL 
PAPER AND EXCEPTION FROM COMPETITIVE 
BIDDING 


Appalachian Power Company (‘Appalachian’), an electric 
utility subsidiary company of American Electric Power 
Company, Inc., a registered holding company, has filed an 
application and amendments thereto with this Commission 
pursuant to Section 6(b) of the Public Utility Holding 
Company Act of 1935 (“Act’’) and Rule 50(a)(&) promu!- 
gated thereunder regarding the following proposed trans- 
actions. 


Appalachian requests that from the date of the granting 
of this application to December 31, 1974, the exemption 
from the provisions of Section 6(a) of the Act afforded 
to it by the first sentence of Section 6(b) of the Act, 
relating to the issue of short-term notes, be increased to 
the extent necessary to cover the issuance and sale of 
notes to banks and to dealers in commercial paper but 
not to exceed the maximum amount allowable under its 
Articles of Association and as authorized by its preferred 
stockholders. As of April 30, 1973, the maximum amount 
of short-term indebtedness which Appalachian could incur 
was $158,000,000. Appalachian now proposes to incur 
short-term indebtedness in an aggregate amount outstand- 
ing at any one time not to exceed $100,000,000. The 
notes are to be issued from time to time prior to Decem- 
ber 31, 1974, as funds are required, provided that none 
of the notes will mature later than June 30, 1975. 


The proceeds from the issue and sale of the notes will be 
used by Appalachian to reimburse its treasury for past 
expenditures made in connection with its construction 
program, to pay part of the cost of its future construc- 
tion program, and for other corporate purposes. Such con- 
struction expenditures for the years 1973 and 1974 are 
estimated to total $125,000,000 and $105,000,000, re- 
spectively. The application states that, unless otherwise 
authorized by the Commission, all of the short-term debt 
of Appalachian will be retired by June 30, 1975, from 
internal cash resources, debt or equity financing, or cash 
capital contributions. 


The notes to banks will be issued to a group of 84 banks 
in an aggregate amount up to $27,753,000 outstanding at 
any one time. Each note payable to a bank to be issued 
by Appalachian will be dated as of the date of the bor- 
rowing which it evidences and will mature not more than 
270 days after the date of issuance or renewal thereof. 
Each such note will bear interest no greater than the 
prime rate of commercial banks at the time of issuance 
or in effect from time to time and will be prepayable at 
any time without premium or penalty. It is stated that 
Appalachian will not pay any fees or charges to any of 
the banks in connection with the issuance and sale of 
such notes. Sufficient bank balances to meet operating 
and financial needs are kept at such banks to satisfy any 
compensating balance requirements in connection with the 
borrowings. If the average of such bank balances were 
maintained solely in order to fulfill the prevailing com- 
pensating balance requirements of such banks, generally 
between 15 and 20%, the effective interest cost to Ap- 
palachian of the issuance and sale of such notes to banks 
would be approximately 1-1/2% above the current 





prime commercial rate of 7-1/2%, or about 9%. 


The commercial paper will be in the form of promissory 
notes in denominations of not less than $50,000 nor more 
than $5,000,000 and will be of varying maturities, with 
no maturity more than 270 days after the date of issue; 
none will be prepayable prior to maturity. The commer- 
cial paper notes of Appalachian will be sold directly to 
not more than two dealers at a discount not in excess of 
the discount rate per annum prevailing at the time of 
issuance for commercial paper of comparable quality and 
maturity. No commercial paper notes will be issued hav- 
ing a maturity of more than 90 days at an effective in- 
terest cost which exceeds the effective interest cost at 
which Appalachian could borrow from banks. The dealers 
will reoffer the commercial paper notes to not more than 
100 of their customers identified and designated in a list 
(nonpublic) prepared in advance. It is expected that Ap- 
palachian’s commercial paper notes will be held by each 
dealer’s customers to maturity, but if the customers wish 
to resell prior to maturity, the dealer, pursuant to a 
verbal repurchase agreement, will repurchase the notes 
and reoffer them to others in its group of 100 customers. 


Appalachian requests exception from the competitive bid- 
ding requirements of Rule 50 for the proposed issue and 
sale of its commercial paper pursuant to paragraph (a) (5) 
thereof on the grounds that it is not practicable to invite 
competitive bids for commercial paper. Appalachian also 
requests authority to file certificates under Rule 24 with 
respect to the issue and sale of commercial paper here- 
after consummated pursuant to this proceeding on a 
quarterly basis. 


The Virginia State Corporation Commission has authorized 
the transactions proposed by Appalachian. No other state 
commission and no federal commission, other than this 
Commission, has jurisdiction over the proposed trans- 
actions. 


Due notice of the filing of said application has been given 
in the manner prescribed in Rule 23 promulgated under 
the Act (Holding Company Act Release No. 17990), and 
no hearing has been requested of or ordered by the Com- 
mission. Upon the basis of the facts in the record, it is 
hereby found that the applicable standards of the Act and 
the rules thereunder are satisfied and that no adverse find- 
ings are necessary; and that it is appropriate in the public 
interest and in the interest of investors and consumers 
that said application, as amended, be granted: 


1T iS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application, as 
amended, be, and it hereby is, granted, effective forth- 
with, subject to the terms and conditions prescribed in 
Rule 24 promulgated under the Act, except that the time 
for filing the certification thereunder with respect to the 
commercial paper is extended as previously indicated. 


For the Commission, by the Division of Corporate Regu- 


lation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Rel. No. 18016/June 29, 1973 


In the Matter of 


JERSEY CENTRAL POWER & LIGHT COMPANY 
NEW JERSEY POWER & LIGHT COMPANY 
Morristown, New Jersey 

(70-5347) 


ORDER AUTHORIZING INTRASYSTEM 
SALE OF ASSETS 


Jersey Central Power & Light Company (“JCP&L") and 
New Jersey Power & Light Company (“NJP&L”’), electric 
utility subsidiary companies of General Public Utilities 
Corporation, a registered holding company, have filed an 
application-declaration and an amendment thereto with 
this Commission pursuant to Sections 9(a), 10, and 12(d) 
of the Public Utility Holding Company Act of 1935 
(“Act’’) and Rule 43 promulgated thereunder regarding 
the following proposed transactions. 


NJP&L proposes to sell to JCP&L, for cash, and JCP&L 
proposes to acquire from NJP&L, certain utility assets 
now owned by NJP&L consisting of land and a series of 
easements for electric lines located in Mercer and Hunter- 
don Counties, New Jersey. The proposed consideration 
for the assets to be transferred is the original cost thereof, 
namely $576,713.76. It is stated that NJP&L desires to 
sell the aforementioned utility assets since they have 
ceased to be useful in the operation of its utility business 
and that JCP&L desires to purchase said assets because 
they are needed in the operation of its utility business. 


The Board of Public Utility Commissioners of the State of 
New Jersey has authorized the proposed sale of property 
by NJP&L. No other state commission and no federal 
commission, other than this Commission, has jurisdiction 
over the proposed transactions. 


Due notice of the filing of said application-declaration has 
been given in the manner prescribed in Rule 23 promul- 
gated under the Act (Holding Company Act Release No. 
17985), and no hearing has been requested of or ordered 
by the Commission. Upon the basis of the facts in the 
record, it is hereby found that the applicable standards of 
the Act and the rules thereunder are satisfied and that no 
adverse findings are necessary; and that it is appropriate in 
the public interest and in the interest of investors and 
consumers that said application-declaration, as amended, 
be granted and permitted to become effective: 


IT 1S ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said application-declara- 
tion, as amended, be, and it hereby is, granted and per- 
mitted to become effective forthwith, subject to the 
terms and conditions prescribed in Rule 24 promulgated 
under the Act 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Rel. No. 18017/June 29, 1973 


In the Matter of 


PENNSYLVANIA ELECTRIC COMPANY 
Johnstown, Pennsylvania 
(70-5353) 


ORDER AUTHORIZING ISSUE AND SALE OF FIRST 
MORTGAGE BONDS AT COMPETITIVE BIDDING 


Pennsylvania Electric Company (“Penelec’’), an electric 
utility subsidiary company of General Public Utilities Cor- 
poration, a registered holding company, has filed an appli- 
cation and an amendment thereto with this Commission 
pursuant to Section 6(b) of the Public Utility Holding 
Company Act of 1935 (‘‘Act’’) and Rule 50 promulgated 
thereunder regarding the following proposed transaction. 


Penelec proposes to issue and sell, subject to the com- 
petitive bidding requirements of Rule 50, $30,000,000 
principal amount of First Mortgage Bonds, % Series 
due 2003. The interest rate (which shall be a multiple of 
1/8 of 1%) and the price, exclusive of accrued interest, 
(which shall be not less than 100% nor more than 
102.75% of the principal amount thereof) will be deter- 
mined by the competitive bidding. The bonds will be 
issued under an Indenture dated January 1, 1942, be- 
tween Penelec and Bankers Trust Company, Trustee, as 
heretofore supplemented and as to be further supple- 
mented by a Supplemental Indenture to be dated July 1, 
1973, and which includes, subject to certain exceptions, 
a prohibition until July 1, 1978, against refunding the 
issue with the proceeds of funds borrowed at a lower 
interest cost. 


The proceeds from the sale of the bonds will be used 
toward payment of a portion of Penelec’s short-term bank 
loans which are expected to aggregate approximately 
$39,500,000 immediately prior to the sale of the bonds. 
Any premium realized from the sale of the bonds will be 
used for financing the business of Penelec, including the 
payment of expenses of this financing. 


The fees and expenses related to the proposed transaction 
are estimated at $125,000, including legal fees of $38,000 
and an accounting fee of $7,600. The fee of counsel for 
the underwriters, to be paid by the successful bidders, is 
estimated at $19,000. 


The Pennsylvania Public Utility Commission has author- 
ized the proposed issue and sale of bonds by Penelec. No 
other state commission and no federal commission, other 
than this Commission, has jurisdiction over the proposed 
transaction. 


Due notice of the filing of said application has been given 
in the manner prescribed in Rule 23 promulgated under 
the Act (Holding Company Act Release No. 17974), and 
no hearing has been requested of or ordered by the Com- 
mission. 


Upon the basis of the facts in the record, it is hereby 
found that the applicable standards of the Act and the 
rules thereunder are satisfied and that no adverse findings 
































are necessary; and that it is appropriate in the public in- 
terest and in the interest of investors and consumers that 
said application, as amended, be granted: 


iT 1S ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said application, as 
amended, be, and it hereby is, granted, effective forth- 
with, subject to the terms and conditions prescribed in 
Rules 24 and 50 promulgated under the Act. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Rel. No. 18018/June 29-1973 


In the Matter of 


OHIO POWER COMPANY 
Canton, Ohio 
(70-5350) 


ORDER AUTHORIZING ISSUE AND SALE OF NOTES 
TO BANKS AND TO DEALERS IN COMMERCIAL 
PAPER AND EXCEPTION FROM COMPETITIVE 
BIDDING 


Ohio Power Company (‘Ohio’), an electric utility sub- 
sidiary company of American Electric Power Company, 
Inc., a registered holding company, has filed an applica- 
tion and amendments thereto with this Commission pur- 
suant to Section 6(b) of the Public Utility Holding Com- 
pany Act of 1935 (‘‘Act’’) and Rule 50(a)(5) promulgated 
thereunder regarding the following proposed transactions. 


Ohio requests that from the date of the granting of this 
application to December 31, 1974, the exemption from 
the provisions of Section 6(a) of the Act afforded to it 
by the first sentence of Section 6(b) of the Act, relating 
to the issue of short-term notes, be increased to the ex- 
tent necessary to cover the issuance and sale of notes to 
banks and to dealers in commercial paper but not in ex- 
cess of the maximum amount allowable under its Articles 
of Incorporation and as authorized by its preferred stock- 
holders. As of April 30, 1973, the maximum amount of 
short-term indebtedness which Ohio could incur was 
$193,000,000. Ohio proposes to issue short-term notes to 
banks and commercial paper dealers in an aggregate 
amount not to exceed $170,000,000 outstanding at any 
one time, including short-term notes presently outstand- 
ing. The notes are to be issued from time to time prior to 
December 31, 1974, as funds are required, provided that 
none of the notes will mature later than June 30, 1975. 


The proceeds from the issue and sale of the notes will be 
used by Ohio to reimburse its treasury for past expendi- 
tures made in connection with its construction program, 
to pay part of the cost of its future construction program, 
and for other corporate purposes. Such construction ex- 
penditures for the years 1973 and 1974 are estimated to 
total $380,000,000 and $220,000,000, respectively. The 











application states that, unless otherwise authorized by the 
Commission, all of the short-term debt of Ohio will be 
retired prior to June 30, 1975, from internal cash re- 
sources, debt or equity financing, or cash capital con- 
tributions. 


The notes to banks will be issued to a group of 55 banks 
in an aggregate amount up to $28,985,000 outstanding at 
any one time. Each note payable to a bank to be issued 
by Ohio will be dated as of the date of the borrowing 
which it evidences and will mature not more than 270 
days after the date of issuance or renewal thereof. Each 
such note will bear interest no greater than the prime rate 
of commercial banks at the time of issuance or in effect 
from time to time and will be prepayable at any time 
without premium or penalty. It is stated that Ohio will 
not pay any fees or charges to any of the banks in con- 
nection with the issuance and sale of such notes. Suf- 
ficient bank balances to meet operating and financial 
needs are kept at such banks to satisfy any compensating 
balance requirements in connection with the borrowings. 
If the average of such bank balances were maintained sole- 
ly in order to fulfill the prevailing compensating balance 
requirements of such banks, generally between 15 and 
20%, the effective interest cost to Ohio of the issuance 
and sale of such notes to banks would be approximately 
1-1/2% above the current prime commercial rate of 
7-1/2%, or about 9%. 


The commercial paper will be in denominations of not 
less than $50,000 nor more than $5,000,000 and will be 
of varying maturities, with no maturity more than 270 
days after the date of issue; none will be prepayable prior 
to maturity. The commercial paper notes will be sold 
directly to not more than two dealers at a discount not in 
excess of the discount rate per annum prevailing at the 
time of issuance for commercial paper of comparable 
quality and maturity. No commercial paper notes will be 
issued having a maturity more than 90 days at an effec- 
tive interest cost which exceeds the effective interest cost 
at which Ohio could borrow from banks. The dealers will 
reoffer the commercial paper notes to not more than 100 
of their customers identified and designated in a list (non- 
public) prepared in advance. It is expected that Ohio’s 
commercial paper notes will be held by each dealer’s cus- 
tomers to maturity, but if the customers wish to resell 
prior to maturity, the dealer, pursuant to a verbal repur- 
chase agreement, will repurchase the notes and reoffer 
them to others in its group of 100 customers. 


Ohio requests exception from the competitive bidding re- 
quirements of Rule 50 for the proposed issue and sale of 
its commercial paper pursuant to paragraph (a)(5) thereof 
on the grounds that it is not practicable to invite com- 
petitive bids for commercial paper. Ohio also requests 
authority to file certificates under Rule 24 with respect 
to the issue and sale of commercial paper hereafter con- 
summated pursuant to this proceeding on a quarterly 
basis. 


No state commission and no federal commission, other 
than this Commission, has jurisdiction over the proposed 
transactions. 


Due notice of the filing of said application has been given 
in the manner prescribed in Rule 23 promulgated under 
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the Act (Holding Company Act Release No. 17991), and 
no hearing has been requested of or ordered by the Com- 
mission. Upon the basis of the facts in the record, it is 
hereby found that the applicable standards of the Act and 
the rules thereunder are satisfied and that no adverse find- 
ings are necessary; and that it is appropriate in the public 
interest and in the interest of investors and consumers 
that said application, as amended, be granted: 


IT IS ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said application, as 
amended, be, and it hereby is, granted, effective forth- 
with, subject to the terms and conditions prescribed in 
Rule 24 promulgated under the Act, except that the time 
for filing the certification thereunder with respect to the 
commercial paper is extended as previously indicated. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 








INVESTMENT COMPANY ACT 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7871/June 26, 1973 


In the Matter of 


BAY CAPITAL FUND 

c/o James Lester Hillman, Esquire 
111 Broadway, Suite 203 
Oakland, California 94607 
(811-2061) 


NOTICE OF PROPOSAL TO TERMINATE REGISTRA- 
TION PURSUANT TO SECTION 8(f) OF THE ACT 


NOTICE IS HEREBY GIVEN that the Commission pro- 
poses, pursuant to Section 8(f) of the Investment Com- 
pany Act of 1940 (“‘Act’’), to declare by order upon its 
own motion that Bay Capital Fund (“Fund”), registered 
under the Act as an open-end, diversified management 
investment company, has ceased to be an investment 
company. 


Fund was organized as a Delaware corporation on March 
9, 1970, and filed a Notification of Registration on Form 
N-8A and a Registration Statement on Form N-8B-1 with 
the Commission on May 4, 1970. 


Fund presently has no assets, no shareholders and no 
board of directors or other form of management. Its cor- 
porate existence was terminated on December 22, 1971, 
and its registration statement under the Securities Act of 
1933 was declared abandoned by the Commission on 
February 26, 1973. 


Section 8(f) of the Act provides, in pertinent part, that 
when the Commission finds a registered investment com- 
pany has ceased to be an investment company, it shall so 
declare by order, and upon the effectiveness of such 
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order, which may be issued upon the Commission’s own 
motion when appropriate, the registration of such com- 
pany shall cease to be in effect. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than July 23, 1973 at 5:30 p.m., submit 
to the Commission in writing a request for a hearing on 
the matter accompanied by a statement as to the nature 
of his interest, the reason for such request, and the issues, 
if any, of fact or law proposed to be controverted, or he 
may request that he be notified if the Commission should 
order a hearing thereon. Any such communication should 
be addressed: Secretary, Securities and Exchange Commis- 
sion, Washington, D.C. 20549. A copy of such request 
shall be served personally or by mail (air mail if the per- 
son being served is located more than 500 miles from the 
point of mailing) upon the Fund at the address set forth 
above. Proof of such service (by affidavit, or in case of an 
attorney-at-law, by certificate) shall be filed contempo- 
raneously with the request. At any time after said date, 
as provided by Rule 0-5 of the Rules and Regulations 


promulgated under the Act, an order disposing of the mat- 


ter may be issued by the Commission upon the basis of 
the information stated herein, unless an order for a hear- 
ing shall be issued upon request or upon the Commission's 
own motion. Persons who request a hearing or advice as 
to whether a hearing is ordered will receive notice of 
further developments in this matter, including the date of 
the hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7872/June 26, 1973 


In the Matter of 


BAY APPRECIATION FUND 
c/o James Lester Hillman, Esquire 
111 Broadway, Suite 203 
Oakland, California 94607 
(811-2086) 


NOTICE OF PROPOSAL TO TERMINATE REGISTRA- 
TION PURSUANT TO SECTION 8(f) OF THE ACT 


NOTICE IS HEREBY GIVEN that the Commission pro- 
poses, pursuant to Section 8(f) of the Investment Com- 
pany Act of 1940 (‘‘Act’’), to declare by order upon its 
own motion that Bay Appreciation Fund (‘“Fund”’), regis- 
tered under the Act as an open-end, diversified manage- 
ment investment company, has ceased to be an invest- 
ment company. 


Fund was organized as a Delaware corporation on March 
9, 1970, and filed a Notification of Registration on Form 
N-8A and a Registration Statement on Form N-8B-1 with 
the Commission on July 8, 1970. 


Fund presently has no assets, no shareholders and no 
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board of directors or other form of management. Its cor- 
porate existence was terminated on December 22, 1971, 
and its registration statement under the Securities Act of 
1933 was declared abandoned by the Commission on 
February 26, 1973. 


Section 8(f) of the Act provides, in pertinent part, that 
when the Commission finds a registered investment com- 
pany has ceased to be an investment company, it shall so 
declare by order, and upon the effectiveness of such ord- 
er, which may be issued upon the Commission’s own 
motion when appropriate, the registration of such com- 
pany shall cease to be in effect. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than July 23, 1973 at 5:30 p.m., submit 
to the Commission in writing a request for a hearing on 
the matter accompanied by a statement as to the nature 
of his interest, the reason for such request, and the issues, 
if any, of fact or law proposed to be controverted, or he 
may request that he be notified if the Commission should 
order a hearing thereon. Any such communication should 
be addressed: Secretary, Securities and Exchange Commis- 
sion, Washington, D.C. 20549. A copy of such request 
shall be served personally or by mail (air mail if the per- 
son being served is located more than 500 miles from the 
point of mailing) upon the Fund at the address set forth 
above. Proof of such service (by affidavit, or in case of an 
attorney-at-law, by certificate) shall be filed contempo- 
raneously with the request. At any time after said date, 


as provided by Rule 0-5 of the Rules and Regulations pro- 


mulgated under the Act, an order disposing of the matter 
may be issued by the Commission upon the basis of the 
information stated herein, unless an order for a hearing 
shall be issued upon request or upon the Commission’s 
own motion. Persons who request a hearing or advice as 
to whether a hearing is ordered will receive notice of 
further developments in this matter, including the date of 
the hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7873/June 26, 1973 


In the Matter of 


FIRST BAY FUND 

c/o James Lester Hillman, Esquire 
111 Broadway, Suite 203 
Oakland, California 94607 
(811-2085) 


NOTICE OF PROPOSAL TO TERMINATE REGISTRA- 
TION PURSUANT TO SECTION 8(f) OF THE ACT 


NOTICE IS HEREBY GIVEN that the Commission pro- 
poses, pursuant to Section 8(f) of the Investment Com- 
pany Act of 1940 (“‘Act’’), to declare by order upon its 
own motion that First Bay Fund (“Fund”), registered 








under the Act as an open-end, diversified management in- 
vestment company, has ceased to be an investment com- 
pany. 


Fund was organized as a Delaware corporation on March 

9, 1970, and filed a Notification of Registration on Form 
N-8A and a Registration Statement on Form N-8B-1 with 
the Commission on June 30, 1970. 


Fund presently has no assets, no shareholders and no 
board of directors or other form of management. Its cor- 
porate existence was terminated on December 22, 1971, 
and its registration statement under the Securities Act of 
1933 was declared abandoned by the Commission on 
February 26, 1973. 


Section 8(f) of the Act provides, in pertinent part, that 
when the Commission finds a registered investment com- 
pany has ceased to be an investment company, it shall so 
declare by order, and upon the effectiveness of such 
order, which may be issued upon the Commission’s own 
motion when appropriate, the registration of such com- 
pany shall cease to be in effect. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than July 23, 1973 at 5:30 p.m., submit 
to the Commission in writing a request for a hearing on 
the matter accompanied by a statement as to the nature 
of his interest, the reason for such request, and the issues, 
if any, of fact or law proposed to be controverted, or he 
may request that he be notified if the Commission should 
order a hearing thereon. Any such communication should 
be addressed: Secretary, Securities and Exchange Commis- 
sion, Washington, D.C. 20549. A copy of such request 
shall be served personally or by mail (air mail if the per- 
son being served is located more than 500 miles from the 
point of mailing) upon the Fund at the address set forth 
above. Proof of such service (by affidavit, or in case of an 
attorney-at-law, by certificate) shall be filed contempo- 
raneously with the request. At any time after said date, 
as provided by Rule 0-5 of the Rules and Regulations 
promulgated under the Act, an order disposing of the mat- 
ter may be issued by the Commission upon the basis of 
the information stated herein, unless an order for a hear- 
ing shall be issued upon request or upon the Commission’s 
own motion. Persons who request a hearing or advice as 
to whether a hearing is ordered will receive notice of 
further developments in this matter, including the date of 
the hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7874/June 27, 1973 


In the Matter of 

LAMB FUND, INC. 

4747 W. Peterson Avenue, Suite 101 
Chicago, Illinois 60646 (811-2152) 


SEC DOCKET/53 


NOTICE OF FILING OF APPLICATION FOR ORDER 
PURSUANT TO SECTION 8(f) OF THE ACT DECLAR- 
ING THAT COMPANY HAS CEASED TO BE AN 
INVESTMENT COMPANY 


NOTICE IS HEREBY GIVEN that Lamb Fund, Inc. 
(“Applicant”), a Maryland corporation registered as a 
diversified, open-end management investment company 
under the Investment Company Act of 1940 (‘‘Act’’), has 
filed an application pursuant to Section 8(f) of the Act 
for an order of the Commission declaring that Applicant 
has ceased to be an investment company as defined in 
the Act. All interested persons are referred to the applica- 
tion on file with the Commission for a statement of the 
representations made therein, which are summarized 
below. 


Applicant registered under the Act on December 28, 1970 
by filing its Form N-8A Notification of Registration. On 
that same date it filed a Form N-8B-1 Registration State- 
ment under the Act, and a Form S-5 Registration State- 
ment under the Securities Act of 1933 which was de- 
clared effective on February 16, 1972. 


On November 20, 1972, Applicant’s Board of Directors 
approved a proposed plan of liquidation and dissolution 
of Applicant, and the plan was likewise approved by 
Applicant’s shareholders at a special meeting held on 
January 23, 1973. Subsequent to the action of the share- 
holders, Applicant proceeded with the liquidation of its 
portfolio securities, and on March 27, 1973 it made a dis- 
tribution of a liquidating dividend to shareholders in the 
aggregate amount of $126,666.72. On April 10, 1973, a 
final distribution was made to shareholders in the amount 
of $14,261.16. Applicant is now in the process of being 
dissolved in accordance with the laws of the State of 
Maryland. 


Section 8(f) of the Act provides, in pertinent part, that 
when the Commission, upon application, finds that a 
registered investment company has ceased to be an in- 
vestment company, it shall so declare by order, and upon 
the taking effect of such order the registration of such 
company shall cease to be in effect. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than July 23, 1973, at 5:30 p.m., submit 
to the Commission in writing a request for a hearing on 
the matter accompanied by a statement as to the nature 
of his interest, the reason for such request, and the issues 
of fact or law proposed to be controverted, or he may re- 
quest that he be notified if the Commission shall order a 
hearing thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request shall be 
served personally or by mail (air mail if the person being 
served is located more than 500 miles from the point of 
mailing) upon Applicant at the address stated above. 
Proof of such service (by affidavit, or in case of an attor- 
ney-at-law, by certificate) shall be filed contemporaneous- 
ly with the request. At any time after said date, as pro- 
vided by Rule 0-5 of the Rules and Regulations promul- 
gated under the Act, an order disposing of the applica- 
tion herein may be issued by the Commission upon the 
basis of the information stated in said application, unless 
an order for a hearing upon said application shall be 
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issued upon request or upon the Commission’s own 
motion. Persons who request a hearing, or advice as to 
whether a hearing is ordered, will receive notice of further 
developments in this matter, including the date of the 
hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7875/June 27, 1973 


In the Matter of 


ARAGON FUND, INC. 

901 First National Bank Bldg. 
Light and Redwood Streets 
Baltimore, Maryland 21202 
(811-1977) 


ORDER PURSUANT TO SECTION 8(f) OF THE ACT 
DECLARING THAT COMPANY HAS CEASED TO 
BE AN INVESTMENT COMPANY 


On May 31, 1973, a notice was issued (Investment Com- 
pany Act Release No. 7836) that Aragon Fund, Inc., 


(“‘Appligant’’) an open-end, diversified management invest- 


ment company registered under the Investment Company 
Act of 1940 (“‘Act’’), had filed an application pursuant to 
Section 8(f) of the Act for an order of the Commission 
declaring that Applicant had ceased to be an investment 
company as defined in the Act. 


The notice gave interested persons an opportunity to re- 
quest a hearing and stated that an order disposing of the 
application might be issued upon the basis of the infor- 
mation stated therein unless a hearing should be ordered. 
No request for a hearing has been filed and the Commis- 
sion has not ordered a hearing. 


The matter having been considered, it is found that Appli- 


cant has ceased to be an investment company. Accord- 
ingly, 


IT 1S HEREBY ORDERED, pursuant to Section 8(f) of 
the Act, that the registration of Aragon Fund, Inc. under 
the Act shall forthwith cease to be in effect. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7876/June 27, 1973 


In the Matter of 
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THE GARRISON GROWTH FUND 
One Battery Park Plaza 

New York, New York 10004 
(811-2072) 


ORDER PURSUANT TO SECTION 8(f) OF THE ACT 
DECLARING THAT COMPANY HAS CEASED TO BE 
AN INVESTMENT COMPANY 


On May 31, 1973, a notice was issued (Investment Com- 
pany Act Release No. 7835) that The Garrison Growth 
Fund, (‘Applicant’’) an open-end, diversified management 
investment company registered under the Investment 
Company Act of 1940 (‘‘Act’’), had filed an application 
pursuant to Section 8(f) of the Act for an order of the 
Commission declaring that Applicant had ceased to be an 
investment company as defined in the Act. 


The notice gave interested persons an opportunity to re- 
quest a hearing and stated that an order disposing of the 
application might be issued upon the basis of the infor- 
mation stated therein unless a hearing should be ordered. 
No request for a hearing has been filed and the Commis- 
sion has not ordered a hearing. 


The matter having been considered, it is found that Appli- 


cant has ceased to be an investment company. Accord- 
ingly, 


IT IS HEREBY ORDERED, pursuant to Section 8(f) of 
the Act, that the registration of The Garrison Growth 
Fund under the Act shall forthwith cease to be in effect. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7877/June 29, 1973 


In the Matter of 


BLC GROWTH FUND, INC. 
BLC INCOME FUND, INC. 

BLC FUND, INC. 

BLC EQUITY SERVICES CORP. 
711 High Street 

Des Moines, lowa 50307 
(812-3470) 


NOTICE OF APPLICATION PURSUANT TO SECTION 
6(c) FOR EXEMPTION FROM SECTION 2(a)(19) 


NOTICE IS HEREBY GIVEN that BLC Growth Fund, 
Inc., BLC Income Fund, Inc. and BLC Fund, Inc. 
(“Funds”), diversified open-end management investment 
companies registered under the Investment Company Act 
of 1940 (“Act’’), and BLC Equity Services Corporation 
(“BLESCO”), the principal underwriter for two of the 
Funds (collectively referred to herein as ““Applicants”’), 
have filed an application for an order of the Commission 
pursuant to Section 6(c) of the Act declaring that Hers- 











chel G. Langdon, a director of each of the Funds, shall not 
be deemed an “interested person”’ of the Funds or of 
BLESCO within the meaning of Section 2(a)(19) of the Act 
solely by reason of his status as.a director of AID Insurance 
Company (Mutual) (“AID Insurance’’) and of Allied Life In- 
surance Company (‘Allied’). All interested persons are re- 
ferred to the application on file with the Commission for a 
statement of the representations therein, which are sum- 
marized below. 


The Funds are Delaware corporations organized in 1969 
under the sponsorship of Bankers Life Company (‘’Bank- 
ers’), an lowa mutual life insurance company. BLESCO, 
a wholly-owned subsidiary of Bankers, is the principal 
underwriter for BLC Growth Fund, Inc. and BLC Income 
Fund, Inc. BLESCO is a broker-dealer registered under the 
Securities Exchange Act of 1934 (‘1934 Act’’) and is a 
member of the National Association of Securities Dealers, 
Inc. (“NASD”). BLESCO also acts as principal under- 
writer of certain variable annuity contracts issued by 
Bankers and as a retail distributor of other investment 
company securities. BLC Equity Management Company 
(““BLEMCO”), a wholly-owned subsidiary of BLESCO, is 
the investment adviser of each of the Funds. 


Herschel G. Langdon is a director of each of the Funds. 
Since the applicable effective date of the Investment Com- 
pany Amendments Act of 1970, he has not been viewed 
as an interested person of the Funds or of BLESCO or 
BLEMCO. Mr. Langdon is also a director of AID Insur- 
ance and of its wholly-owned subsidiary Allied. AID In- 
surance, formerly Allied Mutual Insurance Company, is an 
lowa corporation engaged in the business of selling proper- 
ty and casualty insurance. AID Insurance owns all of the 
outstanding stock of AID Investment Services Company 
(“AID Investment”), a broker-dealer registered under the 
1934 Act and a member of the NASD. AID Insurance also 
owns all of the outstanding stock of Allied, an lowa life 
insurance company, which in turn owns indirectly all of 
the outstanding stock of United Financial Corporation 
(““United’’), also a registered broker-dealer and member of 
the NASD. In addition, Allied owns all of the outstanding 
stock of a company which acts as the investment adviser 
to AID Investment Fund, Inc., a no-load open-end manage- 
ment investment company registered under the Act. Allied 
owns as of March 1, 1973 approximately 58 percent of 
that fund’s outstanding shares, and for purposes of the 
application, such fund is considered to be an indirect sub- 
sidiary of AID Insurance. 


Shares in BLC Growth Fund, Inc. and BLC Income Fund, 
Inc. are offered for sale pursuant to principal underwriting 
contracts with BLESCO, while BLC Fund, Inc., a no-load 
fund whose shares may be sold only to a limited class of 
persons, has no principal underwriter. Pursuant to Section 
10(b) of the Act, as here pertinent, BLC Growth Fund, 
Inc. and BLC Income Fund, Inc. may not use BLESCO as 
a principal underwriter unless a majority of the Funds’ 
directors are persons who are not “interested persons” of 
BLESCO, within the meaning of Section 2(a)(19) of the 
Act. The board of directors of each of the Funds current- 
ly consists of seven persons, three of whom are presently 
considered to be interested persons of BLESCO, BLEM- 
CO, or both, and, therefore, of the Funds. Consequently, 
if Mr. Langdon were adjudged to be an interested person 
of BLESCO, changes in the boards of BLC Growth Fund, 
Inc., and BLC Income Fund, Inc., would be required in 
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order for BLESCO to continue to serve as the principal 
underwriter for the two Funds. 


Section 2(a)(19)(B)(v), with respect to an interested per- 
son of a principal underwriter to an investment company, 
and Section 2(a)(19)(A)(iii), with respect to an interested 
person of an investment company, define an “interested 
person” to include “‘any broker or dealer registered under 
the Securities Exchange Act of 1934 or any affiliated per- 
son of such a broker or dealer.” 


Although Mr. Langdon is not a registered broker-dealer or 
a direct-affiliate of a registered broker-dealer, he is a di- 
rector and an affiliated person of AID Insurance and of 
its wholly-owned subsidiary Allied, each of which com- 
panys is an affiliated person of two broker-dealers regis- 
tered under the 1934 Act, i.e., AID Investment and 
United Financial Corporation. 


The application states that since affiliation with the 
parent company of another entity is viewed as affiliation 
with such other entity, Langdon wouid be considered an 
affiliated person of AID Investment and United and con- 
sequently an “interested person” of BLESCO, BLEMCO 
and the Funds within the meaning of Section 2(a)(19) of 
the Act. 


Applicants state that Mr. Langdon is one of fifteen mem- 
bers of the board of directors of AID Insurance and one 
of fifteen members of the board of Allied and that as a 
member of the board of each of these companies, he 
shares in the general responsibility of the directors for the 
management of such companies, but in no way partic- 
ipates in the day-to-day operations of either company. 
Mr. Langdon serves as a member of the separate invest- 
ment committee of each company and he is a director 
and stockholder of AID Investment Fund, Inc. Applicants 
represent that Mr. Langdon is not a director or officer of 
AID Investment or United and that he in no way partici- 
pates in the day-to-day operations of United. Applicants 
represent further that AID Investment has never engaged 
in any business and is inactive, and that since July 1, 
1971, the date of its affiliation with Allied, United has 
had no business activity other than serving without com- 
pensation as principal underwriter for AID Investment 
Fund, Inc. 


The application alleges that Mr. Langdon’s principal 
occupation has been as a practicing attorney with the law 
firm of Herrick, Langdon, Belin & Harris in Des Moines, 
lowa, of which he is a partner. Applicants state that Mr. 
Langdon has no relationship with any of the Funds other 
than through his position as director of each and as a 
shareholder of BLC Growth Fund, Inc. and BLC Income 
Fund, Inc. and that neither AID Insurance, Allied nor 
any of their subsidiaries has ever engaged in any securities 
transactions with or on behalf of the Funds. In order to 
ensure that the Funds will not knowingly engage in secu- 
rities transactions with AID Insurance, Allied or any of 
their subsidiaries, each Fund represents and warrants to 
the Commission that, so long as Mr. Langdon remains one 
of its directors, it will not knowingly purchase any securi- 
ties from or through, or sell any securities to oi through, 
AID Insurance, Allied or any of their subsidiaries. 


Applicants also state that Mr. Langdon has no material re- 
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lationship with BLESCO or with BLEMCO or Bankers 
through his position as a director of AID Insurance or of 
Allied, that neither AID Insurance, Allied nor any of their 
subsidiaries has ever engaged in any securities transactions 
with or on behalf of BLESCO, BLEMCO or Bankers, and 
that BLESCO has never engaged in any transactions with 
AID Insurance, Allied or their subsidiaries. Furthermore, 
BLESCO represents and warrants that so long as Mr. Lang- 
don remains a director of any of the Funds, it will not 
knowingly purchase any securities from, for or through, 
or sell any securities to, for or through, AID Insurance, 
Allied, or any of their subsidiaries. 


Applicants believe that Mr. Langdon has been and is in 
fact an independent director of the Funds and that his 
relationship with the Funds is in no way altered by his 
being a director of AID insurance or Allied. Appticants 
state that they have no doubt that Mr. Langdon will be 
able to discharge his duties as director of each of the 
Funds free from any conflicts of interest and that he will 
exercise the impartial judgment on behalf of each of the 
Funds and their shareholders which is expected of an 
independent director. 


Section 6(c) of the Act provides that the Commission 
may, by order upon application, conditionally or uncon- 
ditionally exempt any person from any provision or pro- 
visions of the Act or of any rule or regulation thereunder 
if and to the extent that such exemption is necessary or 
appropriate in the public interest and consistent with the 
protection of investors and the purposes fairly intended 
by the policy and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than July 26, 1973, at 5:30 p.m., submit 
to the Commission in writing a request for a hearing on 
the matter accompanied by a statement as to the nature 
of his interest, the reason for such request and the issues 
of fact or law proposed to be controverted, or he may re- 
quest that he be notified if the Commission shall order a 
hearing thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request shall be 
served personally or by mail (air mail if the person being 
served is located more than 500 miles from the point of 
mailing) upon Applicants at the address stated above. 
Proof of service (by affidavit or in case of an attorney- 
at-law, by certificate) shall be filed contemporaneously 
with the request. At any time after said date as provided 
by Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the matter herein 
may be issued by the Commission upon the basis of the 
information stated in said application, unless an order for 
hearing upon said application shall be issued upon request 
or upon the Commission’s own motion. Persons who re- 
quest a hearing or advice as to whether a hearing is ord- 
ered will receive notice of further developments in this 
matter including the date of the hearing (if ordered) and 
any postponements thereof. 


For the Commission, by the Division of Investment Man- 


agement Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7878/June 29, 1973 


In the Matter of 


NEW AMERICA FUND, INC. 
1900 Avenue of the Stars 

Los Angeles, California 90067 
(812-3465) 


NOTICE OF FILING OF APPLICATION FOR AN 
ORDER PURSUANT TO SECTION 17(b) OF THE ACT 
EXEMPTING A PROPOSED TRANSACTION FROM 
SECTION 17(a) 


NOTICE IS HEREBY GIVEN that New America Fund, 
Inc. (‘Applicant’), a closed-end diversified management 
investment company registered under the Investment Com- 
pany Act of 1940 (the *‘Act’’), has filed an application 
pursuant to Section 17(b) of the Act for an order of the 
Commission exempting from Section 17(a) the sale of 
152,548 shares of Common Stock of American Protection 
Industries, Inc. (‘“API"’), a Delaware corporation, to 
Stewart A. Resnick (‘‘Resnick’’) pursuant to an Agree- 
ment between API and Applicant dated March 6, 1973. 
All interested persons are referred to the Application on 
file with the Commission for a statement of the repre- 
sentations contained therein which are summarized below. 


Applicant owns 10.5% or 152,548 shares of the Common 
Stock of API (the ‘‘Shares’’) and Resnick owns 42.7% or 
623,235 Shares. Under Section 2(a)(3) of the Act, Appli- 
cant and Resnick are affiliated persons of API. Therefore, 
Resnick is an affiliated person of an affiliated person of 
Applicant. Section 17(a) of the Act provides in pertinent 
part that it is unlawful for any affiliated person of a 
registered investment company, or an affiliated person of 
such person, knowingly to purchase from or sell to such 
investment company any securities unless an exemption 
be granted pursuant to Section 17(b) of the Act. Section 
17(b) of the Act provides that the Commission may grant 
an exemption from Section 17(a) if (1) the terms of the 
proposed transaction, including the consideration to be 
paid or received are reasonable and fair and do not involve 
overreaching on the part of any person concerned; (2) the 
proposed transaction is consistent with the policy of the 
registered investment company as recited in its registra- 
tion statement and reports filed under the Act; and (3) 
the proposed transaction is consistent with the general 
purpose of the Act. 


Applicant represents that it purchased the Shares on 
April 26, 1971, from Haven Industries, Inc. (““Haven’’) in 
a transaction which did not involve an issuer, underwriter 
or dealer and was therefore exempt under Section 4 of 
the Securities Act of 1933, as amended. In connection 
with the purchase of the stock, an Agreement was exe- 
cuted pursuant to which Applicant was given certain reg- 
istration rights. Applicant's Board of Directors concluded 
that it was in its best interest to dispose of the Shares 
through a private placement to Resnick at a price of 
$1.40 per share rather than exercise its registration rights 
and dispose of the Shares in a public offering on the open 
market. Several factors were considered by Applicant's 
Board of Directors in making this decision including the 
fact that the market value of API stock had declined 








steadily since January, 1973, and it was felt that a disposi- 
tion of Applicant’s block on the open market might cause 
a further decline in price. Another factor also considered 
was the fact that it would take several months before a 
registration statement would be declared effective and 
that during such period the market price of API stock 
might decline further. 


At the Applicant’s annual meeting of stockholders held 
December 16, 1971, the stockholders of Applicant voted 
to change Applicant's principal investment objective and 
policy from that of investing in restricted securities to in- 
vesting in marketable securities. Applicant is now author- 
ized to invest up to 100% of its total assets in marketable 
securities, and Applicant is currently in the process of 
disposing of its investments in restricted securities includ- 
ing the Shares. 


In accordance with the March 6, 1973 Agreement between 
Applicant and Resnick, Resnick has agreed to purchase 
the Shares from Applicant at a price of $1.40 per share or 
a total of $213,567.20. The bid and asked price of the 
Shares on that date was $1-5/8 - $2.00 per share. Appli- 
cant expects to receive an aggregate of $213,567.20 from 
Resnick for the Shares. 


The application states that based upon the material fur- 
nished Applicant prior to March 6, 1973, and the 10-K 
Report and its independent knowledge of API, it deter- 
mined to be in its best interest to sell the API stock. The 
price of $1.40 per share was approximately $.25 to $.60 
below the bid and asked price for the stock on the date 
of the Agreement, such difference in price being deemed 
reasonable in view of the fact that the securities being 
sold were restricted. The Board of Directors of Applicant 
considered such price to be fair and reasonable. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than July 26, 1973, at 5:30 p.m., submit 
to the Commission in writing a request for a hearing on 
the matter, accompanied by a statement as to the nature 
of his interest, the reason for such request, and the issues 
of fact or law proposed to be controverted, or he may re- 
quest that he be notified if the Commission shall order a 
hearing thereon. Any such communication should be ad- 
dressed: Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request shall be 
served personally or by mail (air mail if the person being 
served is located more than 500 miles from the point of 
mailing) upon Applicant at the address set forth above. 
Proof of such service (by affidavit, or in case of an attor- 
ney-at-law, by certificate) shall be filed contemporaneous- 
ly with the request. At any time after said date, as pro- 
vided by Rule 0-5 of the Rules and Regulations promul- 
gated under the Act, an order disposing of the Applica- 
tion herein may be issued by the Commission upon the 
basis of the information stated in said Application, unless 
an order for hearing upon said Application shall be issued 
upon request or upon the Commission’s own motion. Per- 
sons who request a hearing, or advice as to whether a 
hearing is ordered, will receive notice of further develop- 
ments in this matter, including the date of the hearing 

(if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 
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Ronald F. Hunt 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7879/June 29, 1973 


In the Matter of 


MML INVESTMENT COMPANY, INC. 

MASSACHUSETTS MUTUAL VARIABLE ANNUITY 
FUND 1 

and 

MASSACHUSETTS MUTUAL LIFE INSURANCE 
COMPANY 

1295 State Street 

Springfield, Massachusetts 01111 

(812-3429) 


ORDER PURSUANT TO SECTION 17(b) OF THE ACT 
GRANTING EXEMPTION FROM THE PROVISIONS OF 
SECTION 17(a) OF THE ACT AND PURSUANT TO 
SECTION 6(c) OF THE ACT GRANTING EXEMPTION 
FROM THE PROVISIONS OF SECTION 26(a) OF THE 
ACT 


On June 11, 1973, notice was issued (Investment Com- 
pany Act of 1940 Release No. 7858) of the filing of an 
application by the Massachusetts Mutual Life Insurance 
Company (‘Mass Mutual’), a mutual tite insurance com- 
pany organized under the laws of Massachusetts, the 
Massachusetts Mutual Variable Annuity Fund 1 (the 
“Annuity Fund’’), a separate account of Mass Mutual 
established in connection with the sale by Mass Mutual of 
variable annuity contracts to tax-qualified plans and regis- 
tered under the Investment Company Act of 1940 
(‘Act’) as an open-end investment company, and the 
MML Investment Company, Inc. (the ‘‘Fund’’), an open- 
end investment company registered under the Act in 
which the assets of various other separate accounts of 
Mass Mutual are invested, for an order pursuant to Sec- 
tion 17(b) of the Act exempting from the provisions of 
Section 17(a) of the Act the sale of certain assets of the 
Annuity Fund to the Fund in exchange for shares of the 
Fund pursuant to a plan adopted by shareholders of the 
Annuity Fund pursuant to which the Annuity Fund is to 
become a unit investment trust investing in shares of the 
Fund, and pursuant to Section 6(c) of the Act exempting 
the Annuity Fund and Mass Mutual from the provisions 
of Section 26(a) of the Act. 


The notice gave interested persons an opportunity to re- 
quest a hearing and stated that an order disposing of the 
application might be issued upon the basis of the infor- 
mation stated therein unless a hearing should be ordered. 
No request for a hearing has been filed and the Commis- 
sion has not ordered a hearing. 


The matter having been considered, it is found, on the 
basis of the information stated in the application, that the 
terms of the proposed sale of assets of the Annuity Fund 
to the Fund in exchange for shares of the Fund, includ- 
ing the consideration to be paid or received, are reason- 
able and fair and do not involve overreaching on the part 
of any person concerned, that the proposed transaction is 
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consistent with the policies of each investment company 
concerned, and that the proposed transaction is consistent 
with the general purposes of the Act. It is also found that 
the requested exemption from the provisions of Section 
26(a) of the Act is appropriate in the public interest and 
consistent with the protection of investors and the pur- 
poses fairly intended by the policy and provisions of the 
Act. Accordingly, 


IT 1S ORDERED, pursuant to Section 17(b) of the Act, 
that the proposed sale of certain assets of the Annuity 
Fund in exchange for shares of the Fund be, and is here- 
by, exempted from the provisions of Section 17(a) of the 
Act, effective forthwith, and 


IT IS FURTHER ORDERED, pursuant to Section 6(c) of 
the Act, that the Annuity Fund and Mass Mutual be, and 
are hereby, exempted from the provisions of Section 
26(a) of the Act, subject to the following conditions to 


which the Annuity Fund and Mass Mutual have consented: 


(1) that any charges under the variable annuity con- 


tracts for administrative services shall not exceed such rea- 


sonable amounts as the Commission shall prescribe, and 


the Commission shall reserve jurisdiction for such purpose; 


and 


(2) that the payment of sums and charges out of the 
assets of the Annuity Fund shall not be deemed to be 
exempted from regulation by the Commission by reason 
of the requested order, provided that the consent of the 
Annuity Fund and Mass Mutual to this condition shall 


not be deemed a concession to the Commission of author- 


ity to regulate the payment of sums and charges out of 
such assets other than charges for administrative services. 
The Annuity Fund and Mass Mutual reserve the right in 
any proceeding before the Commission or in any suit or 
action in any court to assert that the Commission has no 
authority to regulate the payment of such other sums or 
charges. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7880/June 27, 1973 


In the Matter of 


BLYTH EASTMAN DILLON & CO. INCORPORATED 
One Chase Manhattan Plaza 

New York, New York 10005 

(812-3464) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTION FROM SECTION 30(f) OF 
THE ACT 


Blyth Eastman Dillon & Co. Incorporated (““Applicant’’), 
a registered broker-dealer, in connection with a proposed 
public offering of shares of common stock of American 
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Express Income Shares, Inc. (““Company’”’), a registered 
closed-end diversified management investment company, 


) has filed an application pursuant to Section 6(c) of the 


Investment Company Act of 1940 (‘‘Act’’) for an order 
of the Commission exempting Applicant and its co-under- 
writers from Section 30(f) of the Act to the extent that 
such Section adopts Sections 16(a), (b) and (c) of the 
Securities Exchange Act of 1934 (‘1934 Act’’) with re- 
spect to their transactions prior to completion of the pub- 
lic offering of Company shares. 


On June 6, 1973, a notice (Investment Company Act Re- 
lease No. 7848) was issued of the filing of said applica- 
tion. The notice gave interested persons an opportunity 
to request a hearing and stated that an order disposing of 
the application might be issued upon the basis of the in- 
formation stated therein unless a hearing should be 
ordered. No request for a hearing has been filed and the 
Commission has not ordered a hearing. 


The matter has been considered and it is found that the 
granting of the requested exemption is appropriate in the 
public interest and consistent with the protection of in- 
vestors and the purposes fairly intended by the policy and 
provisions of the Act. 


IT 1S ORDERED, pursuant to Section 6(c) of the Act, 
that the application for exemption from Section 30(f) of 
the Act be, and hereby is, granted, effective forthwith. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7881/June 29, 1973 


In the Matter of 


LOOMIS-SAYLES CANADIAN AND 
INTERNATIONAL FUND LTD. 

Toronto/Dominion Centre 

Toronto 1, Ontario, Canada 

(811-892) 


ORDER PURSUANT TO SECTION 8(f) OF THE ACT 
DECLARING THAT COMPANY HAS CEASED TO BE 
AN INVESTMENT COMPANY 


On May 31, 1973, a notice was issued (Investment Com- 
pany Act Release No. 7838) that Loomis-Sayles Canadian 
and International Fund Ltd. (‘Applicant’) an open-end, 
diversified management investment company registered 
under the Investment Company Act of 1940 {‘‘Act’’), had 
filed an application pursuant to Section 8(f) of the Act 
for an order of the Commission declaring that Applicant 
had ceased to be an investment company as defined in 
the Act. 


The notice gave interested persons an opportunity to re- 
quest a hearing and stated that an order disposing of the 
application might be issued upon the basis of the infor- 





mation stated therein unless a hearing should be ordered. 
No request for a hearing has been filed and the Commis- 
sion has not ordered a hearing. 


The matter having been considered, it is found that Appli- 
cant has ceased to be an investment company. Accord- 
ingly, 


IT IS HEREBY ORDERED, pursuant to Section 8(f) of 
the Act, that the registration of Loomis-Sayles Canadian 
and International Fund Ltd. under the Act shall forth- 
with cease to be in effect. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7882/June 29, 1973 


In the Matter of 


SHEARSON INSTITUTIONAL FUND, INC. 
14 Wall Street 

New York, New York 

(811-2081) 


ORDER TERMINATING REGISTRATION PURSUANT 
TO SECTION 8(f) OF THE ACT 


On June 6, 1973, a notice was issued (Investment Act Re- 
lease No. 7851) stating that the Commission proposes, 
pursuant to Section 8(f) of the Investment Company Act 
of 1940 ("Act’’), to declare by order upon its own mo- 
tion that Shearson Growth Fund, Inc. (‘‘Fund’’) has 
ceased to be an investment company as defined in the 
Act. 


The notice gave interested persons an opportunity to re- 
quest a hearing and stated that an order terminating reg- 
istration might be issued upon the basis of the informa- 
tion stated therein. No request for a hearing has been 
filed and the Commission has not ordered a hearing. 


This matter having been considered, it is found that Fund 
has ceased to be an investment company. Accordingly, 


IT IS HEREBY ORDERED, pursuant to Section 8(f) of 
the Act, that the registration of Shearson Institutional 
Fund, Inc. under the Act shall forthwith cease to be in 
effect. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7883/June 29, 1973 
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In the Matter of 


SHEARSON GROWTH FUND, INC. 
14 Wall Street 

New York, New York 

(811-2083) 


ORDER TERMINATING REGISTRATION PURSUANT 
TO SECTION 8(f) OF THE ACT 


On June 6, 1973, a notice was issued (Investment Act Re- 
lease No. 7850) stating that the Commission proposes, 
pursuant to Section 8(f) of the Investment Company Act 
of 1940 (“Act’’), to declare by order upon its own mo- 
tion that Shearson Growth Fund, Inc. (‘‘Fund’’) has 
ceased to be an investment company as defined in the 
Act. 


The notice gave interested persons an opportunity to re- 
quest a hearing and stated that an order terminating reg- 
istration might be issued upon the basis of the informa- 
tion stated therein. No request for a hearing has been 
filed and the Commission has not ordered a hearing. 


This matter having been considered, it is found that Fund 
has ceased to be an investment company. Accordingly, 


IT IS HEREBY ORDERED, pursuant to Section 8(f) of 
the Act, that the registration of Shearson Growth Fund, 
Inc. under the Act shall forthwith cease ic be in effect. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 
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INVESTMENT ADVISERS ACT OF 1940 
Rel. No. 385/June 28, 1973 


NOTICE OF ADOPTION OF AMENDMENT TO RULE 
203-3 (FEE SCHEDULE) UNDER THE INVESTMENT 
ADVISERS ACT OF 1940 


The Securities and Exchange Commission announced to- 
day that it has adopted an amendment to Rule 203-3 
(Fee Schedule) under the Investment Advisers Act of 
1940. One purpose of the amendment is to comply with 
the Congressional mandate that Federal agencies review 
their fee schedules and charges with a view to making in- 
creases or adjustments to offset the increasing direct 
appropriations for agency operating costs. (See S. Rep. 
No. 1375, 90th Cong., 2nd Sess., 3, (1968) ). Another 
purpose of the proposed amendment is to make the fee 
schedule for investment advisers more equitable to regis- 
trants. The proposal to adopt this amendment was set 
forth in Investment Advisers Act Release No. 369 which 
was issued on April 6, 1973. 


The newly adopted amendment provides that any invest- 


ment adviser who files a notice of withdrawal on or before 
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June 30 of any year shall be required to pay one half 

(or $50) of the annual assessment before such withdrawal 
is permitted to become effective. The newly adopted 
amendment provides also that any investment adviser who 
files a notice of withdrawal on or after July 1, of any 
year must pay the full annual assessment ($100) before 
he will be permitted to withdraw. Further, the amended 
rule provides a $100 late payment fee for failing to pay 
the full annual assessment when and as required. 


Comments directed to the Commission on the proposal to 
amend Rule 203-3 asked that the Commission remind 
registrants of the amount and due date of such assessment 
by sending such registrants an ‘invoice’, “bill’’ or other 
“notice’”’ in advance of the deadline for paying the assess- 
ment. 


In light of such comments, the Commission will send all 
registrants a reminder of the requirement to pay an assess- 
ment approximately 30 days in advance of the January 
31, deadline for paying such assessments. The Commis- 
sion reiterates, however, that each registrant has the re- 
sponsibility of paying all fees and assessments when and 
as required, whether or not he receives a reminder or 
notice from the Commission. Appropriate enforcement 
action will be taken for failure to pay such fees and 
assessments. 


Text of Rule 203-3 before Amendment 
Rule 203-3. Fees for Registration and Applicants 


(a). At the time of filing by an investment adviser of 
an application for registration under the Act, the appli- 
cant shall pay to the Commission a fee of $150, no part 
of which shall be refunded. 


(b). Every registered investment adviser shall pay a 
$100 assessment to the Commission while its registration 
is effective. Such assessment must be paid by each reg- 
istrant by January 31 of the year following the end of 
the calendar year in which the investment adviser has 
been registered, provided, however, for the year 1971 the 
fee shall be paid not later than April 1, 1972. No part of 
this assessment will be refunded. 


(c). All payments of fees shall be made in cash, certi- 
fied check, personal check or by United States Postal 
Money Orders, bank cashier’s check or bank money order 
payable to the Securities and Exchange Commission, 
omitting the name and title of any official of the Com- 
mission. 


(Adopted Jan. 25, 1972. eff. Mar. 1, 1972, Release 
1A-306.) 


Text of Amended Rule 203-3 
Rule 203-3. Fees for Registration and Applicants 

(a). At the time of filing by an investment adviser of 
an application for registration under the Act, the appli- 


cant shall pay to the Commission a fee of $150, no part 
of which shall be refunded. 


(b). Every registered investment adviser shall pay a 
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$100 assessment annually to the Commission while its 
registration is effective. Such assessment must be paid by 
each registrant by January 31 of the year following the 
end of the calendar year in which the investment adviser 
has been registered, provided, however, for the year 1971 
the fee shall be paid not later than April 1, 1972. No part 
of this assessment will be refunded. 


(c). Any registered investment adviser who files a 
notice of withdrawal on or before June 30 of any year 
shall pay one half ($50) of the annual assessment to the 
Commission before such notice of withdrawal becomes 
effective. No part of such assessment shall be refunded. 


(d). Any registered investment adviser who files a 
notice of withdrawal on or after July 1, of any year shall 
pay the full annual assessment ($100) to the Commission 
before such notice of withdrawal becomes effective. No 
part of this assessment shall be refunded. 


(e). Every registered investment adviser who fails to 
pay an assessment as and when required by this rule shall 
pay a late payment fee of $100 to defray the administra- 
tive costs incurred as a result of such failure. 


(f) All payments of fees shall be made in cash, certi- 
fied check, personal check or by United States Postal 
Money Orders, bank cashier’s check or bank money order 
payable to the Securities and Exchange Commission, 
omitting the name and title of any official of the Com- 
mission. 


The foregoing action was taken pursuant to Title V of 
the Independent Offices Appropriations Act, 1952, and 
Sections 203, 204 and 211 of the Investment Advisers 
Act of 1940. The amendments to Rule 203-3 will take 
effect on September 1, 1973 and apply to all fees and 
assessments due on or after that date. 


By the Commission. 


Ronald F. Hunt 
Secretary 
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Litigation Release No. 5943/June 25, 1973 


The Securities and Exchange Commission announced the 
filing on June 25, 1973 of 2 complaint in the United 
States District Court for the Southern District of New 
York against Liggett & Myers, Incorporated and Daniel 
Edward Provost, I11, Director of Corporate Communica- 


tions and Assistant Vice President of Corporate Marketing. 


The complaint seeks a permanent injunction and alleges 
violations of Section 10(b) of the Securities Exchange Act 
of 1934 and Rule 10b-5. The complaint alleges that 
Provost informed various security analysts, financial in- 
stitutions and other persons of a forthcoming Liggett & 
Myers news announcement on July 18, 1972 prior to 

such information being released to the public. L&M 
announced on July 18, 1972 that preliminary net earnings 
for the first six months of 1972 were between 











$1.40 and $1.50 per share versus $1.80 for the same 
period in 1971. 





Litigation Release No. 5944/June 25, 1973 
SEC v. VAUGHN V. MOORE, et al. (N.D. Ill.) 


James R. Thompson, United States Attorney for the 
Northern District of Illinois, and John |. Mayer, Admin- 
istrator of the Chicago Regional Office of the Securities 
and Exchange Commission, jointly announced that on 
June 19, 1973, United States District Judge Thomas R. 
McMillen sentenced Vaughn V. Moore of Lenox, lowa to 
five (5) years imprisonment in connection with his plea 
of nolo contendere entered on May 11, 1973 to 12 
counts of an indictment alleging violation of the anti- 
fraud provisions of the Securities Act of 1933, one count 
of mail fraud, and one count of conspiracy to violate the 
anti-fraud provisions of the Securities Act and the mail 
fraud statute. 


Judge McMillen also dismissed 13 counts of the indict- 
ment against Duane Durmeier of Sebring, Florida who 
pleaded guilty to the conspiracy count of the indictment 
on November 6, 1972 and was given a three-year sus- 
pended sentence and placed on probation. 


For more information, see Litigation Releases Nos. 5090 
and 5896. 





Litigation Release No. 5945/June 25, 1973 


William D. Moran, Administrator of the New York Re- 
gional Office of the Securities and Exchange Commission, 
announced that on June 14, 1973 Judge Murray |. Gur- 
fein of the United States District Court for the Southern 
District of New York entered-an Order of Permanent In- 
junction enjoining defendant Weis Securities, Inc. 
(‘Weis’), from violation of certain anti-fraud provisions 
of the federal securities laws. In addition, the Order of 
Permanent Injunction enjoins the defendant Weis from 
violation of the Securities Exchange Act of 1934 and 
Rules 15c3-3, 17a-3, 17a-4, 17a-5 and 17a-11 thereunder. 
These rules relate to the customer reserve fund, book- 
keeping, financial reporting and supplemental reporting 
requirements of the federal securities laws. The defendant 
consented to the Order of Permanent Injunction, without 
admitting or denying the allegations in the Commission’s 
Complaint, which was filed on May 24, 1973. 


The Commission’s Complaint alleged that Weis and the 
five individual defendants failed to disclose to Weis’ cus- 
tomers, other broker-dealers and the investing public that 
the firm was in the throes of a serious fiscal crisis. These 
omissions included, among others, the fact that at various 
times in 1973 Weis had been doing business while not in 
compliance with the financial responsibility rules of the 
New York Stock Exchange of whichit was a member. It 
was further alleged that Weis’ serious financial problems 
were concealed by deliberate falsifications of the firm’s 
books and records and financial reports. The complaint 
stated that such falsifications have existed since as early 
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as April of 1972. The certified financial report as of 
May 26, 1972 was alleged to have contained an overstate- 
ment of income of approximately $2 million. 


The five individual defendants have previously consented 
to similar Orders of Permanent Injunction without ad- 
mitting or denying the allegations in the Commission's 
Complaint. 


Mr. Moran wishes to acknowledge that the New York 
Stock Exchange, Inc. assisted the Commission in its in- 
vestigation leading to the filing of the Complaint in this 
matter. 


For further information, see Litigation Release No. 5906. 





Litigation Release No. 5946/June 25, 1973 


U.S. v. UNITED AUSTRALIAN OIL, INC. et al. 
(N.D. Tex.) 


Robert F. Watson, Administrator of the Fort Worth Re- 
gional Office of the Securities and Exchange Commission, 
and Frank McCown, United States Attorney for the 
Northern District of Texas, today jointly announced that 
after an eight-day trial in Federal District Court in Dallas 
the jury found defendant Wallace L. Hammer, a/k/a J. B. 
Roach, of Scottsdale, Arizona, guilty of 17 counts of a 
42-count indictment, and defendant Edward J. Prince, of 
Chicago, Illinois, guilty of 4 counts of the same indict- 
ment. The jury did not reach a verdict on defendants 
Ross H. Scott, an attorney from Dallas, Texas, and 
Archie S. Barnhill, a certified public accountant from 
Irving, Texas. 


The 42-count indictment, which was returned on April 5, 
1973, charged 18 individual defendants and United 
Australian Oil, Inc., Dallas, Texas, with securities fraud, 
mail fraud, violations of the registration provisions of the 
federal securities laws, and conspiracy to violate those 
statutes. Prior to the trial, E. O. Blakeway, of Dallas, 
Texas; Clarence S. Burch, a/k/a Pat Burch, of Houston, 
Texas; Gerald F. Burch, a/k/a Mike Burch, of Dallas, 
Texas; Doyen D. Golding, a/k/a Don Golding, of Jackson- 
ville, Texas; Newton L. Campbell, a/k/a Walter E. Hend- 
ricks, of Houston, Texas; Neva J. Jackson, a/k/a Neva 
Stewart, of Scottsdale, Arizona; Kenneth Miaaland, of 
Dallas, Texas; Roy J. Pray, of Canon City, Colorado; War- 
ren W. Stepp, of Springfield, Missouri; W. Lee Thompson, 
of Dallas, Texas; Hardy Buford Todd, a/k/a Boots Todd, 
a/k/a W. H. Walker, of Oklahoma City, Oklahoma; and 
United Australian Oil, Inc. plead guilty to one or more 
counts of the indictment. 


Defendants Charles |. Allen, of Oklahoma City, Oklahoma, 
and Charles H. Farr, of Norman, Oklahoma, were severed 
and are awaiting separate trials. Sentencing of those 

found guilty by the jury and those who plead guilty was 
set by federal district judge Sarah T. Hughes for July 13, 
1973. 


The indictment charged that the defendants acquired con- 
trol of United Australian Oil, Inc., a shell corporation with 
public shareholders, in August, 1967, and thereafter 
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placed worthiess assets or bankrupt companies into 
United Australian Oil, Inc. in exchange for the company’s 
stock. The indictment charged that the defendants then 
had United Australian Oil, Inc. become its own stock 
transfer agent and distributed false and misleading infor- 
mation about United Australian Oil, Inc. and its assets. 
The indictment alleged that the defendants printed up 
United Australian Oil stock certificates and sold them to 
the public and retained the proceeds of these sales for 
their own benefit. 


For further information see Litigation Releases 4001, 
4314, 4315, 4349, 4374, 5847, and Securities Exchange 
Act Release 8498. 





Litigation Release No. 5947/June 25, 1973 


SEC v. WESTERN OIL DEVELOPMENT CORPORA- 
TION, et al. (N.D. Ca.) 


Gerald E. Boltz, Regional Administrator, Los Angeles 
Regional Office, and Leonard H. Rossen, Associate Re- 
gional Administrator, San Francisco Branch Office, of the 
Securities and Exchange Commission announced today 
that U.S. District Judge Albert C. Wollenberg has perma- 
nently enjoined George L. Batis, a Vice President of the 
Bank of America, from further violations of the anti- 
fraud provisions of the Federal securities laws. The court 
issued the injunction following a three day trial in which 
it found that Batis, during 1971, aided and abetted the 
fraudulent offer and sale of stock of the Western Oil 
Development Corporation (WODCO), formerly a San 
Mateo, California-based real estate acquisition and devel- 
opment company. 


The court found that Batis, who has been with the Bank 
of America (Bank) for 31 years, attended two meetings in 
September and October 1971, with New York City securi- 
ties brokers at which meetings he misrepresented the re- 
lationship between the bank and WODCO by stating that 
the Bank referred distressed properties to Western Oil for 
its acquisition. At the meetings Batis failed to dispel the 
inference created by Tumminello, president of Western 
Oil, and/or William S. Bennett, consultant to the com- 
pany, that the Bank had an unusually close relationship 
with Western Oil when, in fact, no such relationship 
existed through Batis or otherwise. Batis further failed to 
inform the attendees at the meetings that Bennett had 
previously been indicted for his participation in the so- 
called Silverthorne case although he knew such informa- 
tion would be important to the brokers. The court also 
found that at the time of the two meetings, Batis knew 
that Western Oil and/or Tumminello were past due in 
payment of notes to the Bank but he said nothing to the 
attendees at the meetings. 


Additionally the court found that Batis had spoken with 
prospective purchasers of Western Oil stock referred to 
him by the company and failed to inform them that the 
company and Tumminello were past due on payment of 
notes to the Bank, that he had been discussing with Tum- 
minello possible means by which the past due notes could 
be repaid, including liquidation of various Western Oil 
assets, and that Bennett had been indicted for his 
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participation in the Silverthorne case. 


Tumminello, Bennett, and Western Oil all previously had 
consented to orders of permanent injunction in the case 
which grew out of their fraudulent acquisition of $10 
million worth of Bay Area properties in exchange for 
stock in the company. The Company had no tangible 
assets other than the proceeds of several loans granted to 
the company and Tumminello by the Broadway-Burlin- 
game Branch of the Bank of America during the first half 
of 1971. During this period Batis was a district credit ad- 
ministrator for the district which included the Broadway- 
Burlingame Branch and he concurred in the granting of 
several of the bank loans to Tumminello and Western. 





Litigation Release No. 5948/June 26, 1973 


The Securities and Exchange Commission today announced 
the filing of a complaint on June 25, 1973 in the United 
States District Court for the Southern District of New 
York seeking to enjoin defendant Data Trends, Inc. 

(“Data Trends’), a New Jersey based company whose 
common stock is traded in the over-the-counter market, 
from violations of the anti-fraud provisions of the Fed- 
eral securities laws. 


In its complaint, the Commission alleges that on Septem- 
ber 25, 1970 and June 17, 1971, Data Trends entered 
into agreements with Digital Accounting Systems Corpo- 
ration (“-DASC”), a newly formed corporation, a major 
objective of which was to provide Data Trends with a 
bookkeeping device to establish the funds it was expens- 
ing on the research and development of certain of its pro- 
ducts as an asset on its books and records and thus avoid 
charging such funds as a deduction against current income 
This device as adopted by Data Trends in its financial 
statements starting with the fiscal year ending June 30, 
1970, was contrary to and inconsistent with Data Trends’ 
publicly disclosed financial reporting and accounting 
policy to expense its research and production develop- 
ment costs during the period that they were incurred. The 
complaint also alleges that the Commission declared effec- 
tive in March 1971, a registration statement covering cer- 
tain securities of Data Trends and that Data Trends filed 
with the Commission another registration statement, dated 
June 18, 1971 and an amendment to said registration 
statement, dated July 21, 1971, all of which were materi- 
ally false and misleading in that they failed to disclose the 
full facts and circumstances surrounding the agreements 
and activities described above, which relate to the account- 
ing by Data Trends for certain research and development 
costs. 


The Commission also announced that on June 26, 1973, 
Data Trends consented, without admitting or denying the 
allegations in the Commission’s complaint, to a Judgment 
of Permanent Injunction enjoining it from violations of 
the anti-fraud provisions of the Federal! securities laws in 
connection with the public issuance or filing with the 
Commission of registration statements or interim, periodic 
and current financial reports. 












Litigation Release No. 5949/June 27, 1973 





The Commission announced the filing of a complaint on 
June 27, 1973 in the United States District Court for the 
District of New Jersey seeking to enjoin Marvin S. Bern- 
stein (‘Bernstein’), of Union, New Jersey; David R. 
Nemelka (‘‘Nemelka”’) a member of the Utah legislature 
in Salt Lake City, Utah; Douglas M. Yeaman (‘“Yeaman’’); 
Frank D. Bellucci II! of Bloomfield, New Jersey; Paul R. 
Millard of Salt Lake City, Utah; Marlow Yost of Bounti- 
ful, Utah; and M. Bernstein Securities Inc. (‘MBS’) of 
Jersey City, New Jersey from further violations of the 
anti-fraud provisions of the Federal securities laws. The 
complaint also seeks to enjoin Bernstein, Nemelka, Yea- 
man and MBS from further violating the registration pro- 
visions of the Federal securities laws in the offer and sale 
of securities. Further the complaint seeks to enjoin Star- 
Glo Industries, Inc. (““Star-Glo’’), an East Rutherford, New 
Jersey company with over $1,000,000 in assets and 500 
shareholders of record, from violating Section 12(g) of the 
Securities Exchange Act of 1934 which requires it to regis- 
ter its securities with the Commission. The complaint also 
seeks to enjoin Joseph R. Starita (‘“Starita’’) of Upper Mont- 
clair, New Jersey, Star-Glo’s president, from aiding and 
abetting the violations by Star-Glo and seeks a mandatory 
injunction requiring Star-Glo to register with the Commis- 
sion and to submit a plan calculated to resolve the question 
of the number of shares Star-Glo has outstanding. 


The complaint alleges that Yeaman in March 1970, began 
selling shares of Computron Corporation (“‘Computron’”’), a 
Utah corporation incorporated in January 1970, pursuant 
to Regulation A. Nemelka, Bernstein and MBS participated 
in this offering. The offering was closed in December 1970 
and the complaint alleges that Yeaman diverted proceeds of 
the offering to his own use shortly thereafter. It is alleged 
that Bernstein and Nemelka then entered into an agreement 
with Yeaman to find a merger partner for Computron if 
Yeaman would divide approximately 1,000,000 shares of 
Computron stock with them. It is alleged that through the 
fraudulent efforts of Nemelka and Bernstein with the assist- 
ance of Paul Millard and Marlow Yost, a certified public ac- 
countant, a merger was effected in about March 1972 with 
privately owned companies. In December 1972, the merged 
companies became known as Star-Glo. Further, it is alleged 
that Yeaman, Nemelka and Bernstein, who were in control 
of Computron, sold the approximately 1,000,000 shares of 
Computron mentioned above into the public market with- 
out said shares having been registered. 


Star-Glo has represented that its shares will not be trans- 
ferred until the question of the number of shares it has out- 
standing is clarified. The common stock of Star-Glo has 
been suspended at 10 day intervals by the Commission be- 
cause of the lack of current accurate financial information 
concerning the company and its inability to ascertain the 
number of shares it has outstanding. Trading was first sus- 
pended on December 20, 1972 and the present suspension 
is to July 7, 1973. 





Litigation Release No. 5950/June 28, 1973 


SEC v. COOK & SON OIL CO., INC. (E.D. Tex.) 
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Robert F. Watson, Administrator of the Fort Worth Region- 
al Office of the Securities and Exchange Commission, today 
announced that Federal District Judge William Wayne Jus- 
tice on June 21, 1973 at Tyler, Texas entered an order of 
permanent injunction by consent against Cook & Son Oil 
Co., Inc., Kilgore, Texas and its president, Joseph W. Cook 
of Longview, Texas. 


Cook & Son Oil Co., Inc. and Cook consented to the entry 
of the order without admitting or denying the allegations in 
the Commission’s complaint, which charged violations of 
the federal securities laws in the offer and sale of fractional 
undivided working interests in oil and gas leases located in 
Kentucky and Pennsylvania. 


For further information see Litigation Release No. 5925. 





Litigation Release No. 5951/June 28, 1973 
US v. SEYMOUR POLLACK, et al. (D. DC) 


Harold Titus, United States Attorney for the District of 
Columbia, Donald J. Stocking, Administrator of the Denver 
Regional Office, and William Moran, Administrator of the 
New York Regional Office of the Securities and Exchange 
Commission, announced today that a federal grand jury in 
Washington, D.C. (United States District Court for the Dis- 
trict of Columbia) has returned a multi-count indictment on 
June 21, 1973, charging Seymour Pollack, now a resident of 
New Jersey, but formerly a resident of the District of Col- 
umbia; Paul Sachs, an attorney practicing law in the District 
of Columbia; Harold Rothman, presently a resident of 
Queens, New York, and formerly a resident of the District 
of Columbia; and William J. Cudd, a resident of the Los 
Angeles, California, area with several counts of mail fraud 
and wire fraud and several counts of selling unregistered 
securities of Control Metals Corporation, a Utah corpora- 
tion, with its principal offices in Phoenix, Arizona. 


The indictment charges a scheme whereby in August of 
1969 the defendants induced Control Metals Corporation 
(CMC) to issue 4 million shares of its common stock in ex- 
change for a 10% interest in onyx mining claims located 
near Mayer, Arizona, based on forged and misleading min- 
ing reports. The indictment further alleges that from about 
August 1969 through February 1970 the defendants sold 
over 2 million of CMC’s shares which they had obtained by 
fraud, and received over $500,000, through brokerage ac- 
counts maintained throughout the United States. The in- 
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dictment charges that the defendants, during the period of 
their sales of CMC securities, made false statements of ma- 
terial facts and omissions to state material facts including, 
but not limited to the following: that Control Metals Cor- 
poration had obtained an interest in one of the highest 
grade onyx deposits in the United States; that this interest 
would bring Control Metals Corporation an income in excess 
of $100,000 a year and that Control Metals Corporation 
had on hand orders for the onyx which would bring in an 
income in excess of over $100,000 a year. The defendants 
omitted to state that CMC was in terrible financial condi- 
tion and had no monies to operate the properties, that the 
properties contained only minimal deposits of onyx and 
that CMC did not have on hand any orders for onyx which 
might be produced by the properties. 


The investigation leading to the referral of this case for 
criminal prosecution was conducted by staff members of 
both the Denver Regional Office and the New York Re- 
gional Office. The matter was presented to a federal grand 
jury by Robert Ogren of the Fraud Section, United States 
Attorney's Office for the District of Columbia. 





Litigation Release No. 5952/June 28, 1973 


U.S. v. MARLIN DUANE CAREY and CHARLES 
EDWARD COULON, JR. (E.D. Va., ALEX. DIV., 
Criminal No. 86-73-A) 


Brian P. Gettings, United States Attorney for the Eastern 
District of Virginia, and William R. Schief, Administrator 
of the Washington Regional Office of the Securities and 
Exchange Commission, announced that on June 25, 1973, 
before the Honorable Albert V. Bryan, Jr., United States 
District Court Judge for the Eastern District of Virginia, 
Alexandria Division, Marlin Duane Carey pleaded guilty to 
one securities fraud count of a 19-count indictment which 
included eight counts charging fraud in the sale of secu- 
rities, three counts charging the sale of unregistered secu- 
rities, six counts charging mail fraud and one count charg- 
ing a conspiracy to commit the foregoing offenses in con- 
nection with the offer and sale of unregistered fractional 
undivided working interests in oil and gas leases located 

in and around Warren County, Pennsylvania. 


Federal Judge Bryan scheduled July 27, 1973, for sen- 
tencing of Carey. 


For further information see Litigation Release Nos. 5532, 
5565, 5826 and 5882. 





